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A 56° VALUE 54° 


FOR ONLY 


. . . and a special load building 
opportunity! 


This is no ordinary “special.” It is the greatest 
value ever offered by Silex. And it is a sav- 
ings opportunity that will appeal to every 
family in your community! 


This Electric Special is the regular $4.95 
Delray Electric Table Model, plus decorative 
shell, stove base with carrying handles and in- 
“er igee serving tray. A $6.30 value for only 
4.95. 


Start pushing this January Special now. It’s 
your opportunity to install many extra Silex 
Glass Coffee Makers on your lines—and every 
one means 87 KWH added to your load. 


January Electric Treasure Special — 
cup size—a $6.30 value for $4.95, bla 
trim. Also available in 10-cup size f 
$5.45—a $6.80 value. Red trim slight 
higher. 


DON'T FORGET TH 
COMMERCIAL ANGLE 


By which we mean Silex Commerci 
coffee making units! Every hotel, resta 
rant, drug store, club and institution 
prospect—and every installation a vo 
ume load builder. Many in operatid 
24 hours a day—every day. Silex Co 
mercial Coffee Making Equipment to 
every size requirement. For complete i 
formation write us. 


The Silex Company, Dept. P-1, Hartford, Conn. 


Creators of the Glass Coffee Maker Industry 


41. € X 


TRACE MARK REGISTERED VS PAY. OFS. 





BREWING COMPLETED WITHOUT REMOVING GLASS FROM STO 
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No. 324-B Barber Burner 


hen You Pick BARBER BURNERS 
ou Get a HEAD-START on SALES! 


O name in the gas conversion burner field has greater con- 

sumer acceptance than BARBER! Because it has the 
outstanding burner, Barber offers its sales outlets a better 
merchandising story. A 20-year performance record on thou- 
sands of installations makes Barber Burners far easier to selJl— 
more certain to stay sold. If it’s satisfactory load-building 
equipment you want, Barber is tailor-made for you. If it’s 
servicing you want—better take some other burner. 


We particularly suggest that you shape your sales approach 
to the heating problem of the modern American housewife. 
Barber cooperates by providing sales assistance and printed 
matter for use to the consumer. Write for details. 


The “B” Model shown comes in 8 sizes for round grates 12” to 34” 
in diameter. There is also a wide range of sizes for oblong grates. 
Both round and oblong conversion burners now adjustable at time 
of installation to fit combustion chamber. Patented BARBER Jets 
insure complete combustion, with a “scrubbing” flame action on walls 
of firebox. No fire brick or refractory elements needed. Baltimore 
Safety Pilot. Listed in A. G. A. Directory of Approved Appliances. 
Ask for Catalog and Price List on Conversion Burners for Furnaces 
and Boilers, Burner Units for Gas Appliances, and Gas Pressure 
Regulators. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


e BARBERSZ2¢SBURNERS-~ e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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OF BETTER SERVICE 


Proper planning enables our Electric 
Utilities to provide their excellent ser- 
vice in time to meet the increasing 
public demand. 


In the same manner, the equipment 
manufacturers anticipate the demands 
of every part of the plant. This is ac- 
complished by constant laboratory re- 
search and development of produc- 
tion equipment. 


Okonite-Callender is always ready with 
the right kind of cable equipment to 
meet new service demands. Its facili- 

ties, too, are constantly 
‘N functioning in the cause of 
Better Service. 
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Pages with the Editors 


¢ oye New Year and best wishes to 
all for 1939.” 


In this holiday season when these words are 
on every tongue, including our own, the 
thoughtful man naturally thinks of his affairs 
in terms of accounting, He asks himself what 
changes have been wrought during the past 
year in his life, liberty, and general pursuit of 
happiness. What are the prospects for the 
coming year? 


Tuus the New Year is, in some respects, an 
anomalous season: a season of pride and of 
penitence, a season of hope and of hostage, a 
season of inauguration and of inventory, a 
season of new faith and of old desires renewed. 
For the utility industries certainly the dawn 
of 1939 is all of these things. 


Nor will the passing of the troubled year of 
1938 be greatly mourned by these industries. 
For it was only a few hours after the last New 
Year’s day (January 4, 1938) that the Supreme 
Court handed down the decision which gave 
the Public Works Administration the consti- 
tutional green light to go ahead with the financ- 
ing of competitive publicly owned utility proj- 
ects. But at least the year 1938 witnessed the 


TULLY NETTLETON 
A compromise between utility equity and the 
mortgage bond may mean a valuation short cut. 


(SEE Pace 19) 
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HERBERT COREY 


Is the New Deal anti-utility crusade slowing 
down? 


(SEE Pace 3) 


gradual clarification, if not the final solution, 
of problems which beset the utilities. 


THERE was the enactment of the Natural 
Gas Act of 1938. There was the decision of 
Congress to air the pent-up controversy over 
the TVA. There was the Supreme Court de- 
cision upholding the registration provisions of 
the Holding Company Act, and the more recent 
compliance with that act by the industry. There 
was the recognition by the administration it- 
self that PWA should not finance competitive 
municipal power plants without discrimination. 
There was the Consolidated Edison decision 
which placed virtually all utilities under the 
jurisdiction of the National Labor Relations 
Board, There was the November election with 
its decidedly adverse effect upon the anti- 
utility bloc in Congress. Only a few weeks 
ago, the final major test of the TVA was 
argued before the highest court,’ which will 
probably hand down its decision thereon within 
a few days after New Year’s. 


But the year 1938 also brought to the utility 
industry new problems—some as yet not fully 
unfolded. The controversy within and about 
the Federal Communications Commission still 
awaits the inevitable showdown. The critical 
state of international relations, which even now 
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In POWER PIPING...it's J&L Seamless 


for safety, dependability, economy 


With J & L Seamless Pipe carrying the load, you are sure of the 
utmost in safety. There can be no failure at or near a weld... for 
there are no welds... no weak spots. 

Installations in power and manufacturing plants all over 
the country are proving the merits of J & L Seamless. The 
piercing and rolling process by which Jones and Laughlin 
manufactures Seamless Pipe literally rolls extra life and 
extra strength into every length of J & L Seamless. 

Gain the extra advantages ... the longer life... the 
greater safety ... that J & L Seamless Pipe gives you. 

Make your maintenance dollar go farther. Specify Jones 

& Laughlin Seamless Pipe for all your power and process needs, 


OTHER J&L PRODUCTS 
Seamless Boiler Tubes .. . Seamless Condenser and Heat Exchanger 
Tubes ... Welded Steel Pipe... and a variety of other steel 
products for maintenance and manufacturing. 


ONES & LAUGHLIN STEEL CORPORATION 


American Inon ano Stet. Works 
PITTSBURGH. PENNSYLVANIA 


MAKERS OF HIGH QUALITY IRON AND STEEL PRODUCTS 


SINCE 1859 
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8 PAGES WITH THE EDITORS (Continued) 


mocks the traditional season of peace and good 
will, developed a national demand for military 
rearmament which bids fair to have some 
repercussion in the utility field. More spend- 
ing, more taxes, more conflict in Washington 
—these are the prospects which attend the 
birth of the New Year. 


ANnp so, while we again hope the New Year 
will prove a happy one for all, it is a dead cer- 
tainty that it won’t be a dull one. Needless to 
say, the editorial decks of Pusiic UTmLitiEs 
ForTNIGHTLY are accordingly stripped for ac- 
tion. During the next twelve months we trust 
that we will bring to. all our readers timely 
articles, penetrating analyses, and up-to-the- 
minute news and views on all passing develop- 
ments affecting the utilities and their regula- 
tion. 


w 


ae ge off with this, our first issue of 
1939, we present an ‘article by our fre- 
quent contributor, HERBERT Corey, well-known 
Washington author and newspaper man. Mr. 
Corey takes up for examination one of the 
very topics mentioned above—the possible ef- 
fects of the new preparedness program upon 
the power industry of the United States. By 
reason of his considerable experience as war 
correspondent during the World War, Mr. 
Corey brings to this discussion a background 
of journalistic understanding of military prob- 
lems. 


¥ 
HE path of regulatory history in the United 
States is strewn with wreckage of those 
“short-cut” devices by which attempts were 
made to avoid the cumbersome process of 
physical valuation of utility property for rate- 


RALPH B. COONEY 


More power to everybody for 1938, 1939, and 
from now on. 


(See Pace 12) 
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making purposes. Seemingly the Supreme 
Court has set its face against all rule-of-thum) 
formulae. However, there are those legal ob- 
servers who detect in the most recent utility 
rate opinion (California Commission v. Pacifi 
Gas & Electric Co., 58 S. Ct. 334, 21 P.UR 
(N.S.) 480) some disposition on the part of 
the Supreme Court not necessarily to approve 
of valuation short cuts, but at least to give 
regulatory commissions more liberty of action 
in determining their procedural technique, thay 
the court allowed in the O’Fallon Case or in 
the more recent case involving a price index 
valuation of a Baltimore telephone company, | 


UNpER these circumstances, there may he 
some hope for a rather novel and ingenious 
rate case streamlining proposal described in 
this issue by its author, TuLtty NETTLETON, 
Mr. NETTLETON, a Washington editorial writer 
for the Christian Science Monitor, has been 
deeply interested in utility regulation ever 
since his student days at the University of 
Oklahoma, from which he graduated in 1923. 
This curiosity persisted while he covered the 
state capitals of both Oklahoma and Massa- 
chusetts as a reporter of the Daily Oklahoman 
and Christian Science Monitor, respectively, 
And now in Washington Mr. NETTLETON has 
reached the conclusion that a short cut to rate 
valuation—the “perpetual motion” problem of 
regulatory inventors—is sound, feasible, and 
perfectly legal. You can judge for yourself 
after reading his explanatory article, begin- 
ning page 19. 


¥ 


a world may have gotten itself into a 
sorry state of affairs in 1938, but one de- 
velopment which the Recording Angel will 
have to write on the credit side of the ledger 
is the increase in residential and farm power 
usage. This increase, registered in both the 
number of new customers and in the amount 
of consumption per customer, is reflected in 
the reports of the Rural Electrification Au- 
thority and the Edison Electric Institute. 
Doubtless the trend will continue in 1939, giv- 
ing the Recording Angel another entry to make 
along the same lines one year hence. RAtpu B. 


- Cooney (who should be well known to Fort- 


NIGHTLY readers by this time) discusses rural 
reaction to this trend in his article beginning 
page 12. He is a frequent contributor to 
business periodicals. 


¥. 


Meret ANT decisions preprinted from Public 
Utilities Reports may be found in the back 
of this issue. 


THE next number of this magazine will be 
out January 19th. 
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The mail is signed and sealed. . 
All of us are ready to go—on time! 


Since we've been using the Remington Noiseless 
for our typing every one of us is keenly aware of 
the difference. All day the office is quiet, we've 
forgotten shattered nerves. At 5 o'clock the work 
is done and we still have energy for enjoyment 
of the evening hours that lie ahead. 


MAKE THE 5 O'CLOCK TEST 


The 5 O'Clock Test is Free! You do one thing only 
—call your local Remington Rand Office and say 
“| want to make the 5 o'clock test." 


Remington Rand will replace your noisy typewriters 
with Remington Noiseless typewriters. You use 
these typewriters free. You judge by the way you 
feel after working a day in a noiseless office, 
how valuable it is to be free from the stabbing 
clatter of office noise. Office noise, typewriter 
noise, takes a greater toll than office work. Make 
the 5 o'clock test and you will realize that you 
and those in your office can “Feel alive at five.” 
...Remington Rand Inc., Buffalo, N. Y. 


World's largest manufacturers of Noiseless and Portable Typewriters 





REMINGTON NOISELESS TYPEWRITERS 
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Steam-Generating Equipment 
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———"BASCOCK & WILC O Koeeme 








STATION 
BOILERS 


CONT 
Dorical highlights and 52 pages of draw- 
;fand data on steam characteristics of, and 
and firing methods for, boiler units in 26 
ne al stations. These include the develop- 
t and present uses of direct firing of pul- 
Ted coal, and of water-cooled furnaces 
both dry-ash and liquid-ash removal. Vari- 
ew arrangements of heating surfaces and 





Sent free to 
Central Station Engineers 


and Executives upon 
requests on company stationery 


ENTS 


boiler designs to meet the increasingly exact- 
ing steam requirements of central stations 
are shown. 


A table presents, in condensed form, infor- 
mation on the capacities and pressures of the 
boilers, furnace characteristics, fuels and firing 
methods, in more than 50 central stations. 


Babcock & Wilcox Company . . 85 Liberty St., New York, N. Y. 


BABCOCK 


& WILCOX 
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C. J. STRIKE 


President, Idaho Power Company. 


OswaLp Ryan 
Member, Civil Aeronautics 
Authority. 


3RUNO RAHN 
President, Wisconsin Utililies 
Association. 


STANLEY JENKS 
Editor, Gas Magazine. 


Joun C. PAGE 
Commissioner, Bureau of 
Reclamation. 


GeorGeE W. Norris 
U. S. Senator from Nebraska. 


CHARLES W. CHASE 
T'ormer President, American 
Transit Association. 


WititiAM O. DoucLas 
Chairman, Securities and Ex- 
change Commission. 


SAMUEL B, PETTENGILL 


U. S. Representative from Indiana. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


nuary 5, 


—MONTAIGNE 











‘ 


‘.. . the most misunderstood part of our business jis 
electric rates.” 





¥ 


“Civil aviation is the backlog of aerial preparedness 
for the national defense.” 

Low: 

. rayroll A 

“High taxes, not electric rates, are keeping and willl 

continue to keep industries out of Wisconsin.” 


¥ 


“All gas has lacked in the past has been the glamor 
which our electrical friends have been able to wrap 
around their appliance.” 


¥ 


“Federal reclamation is not a system of charity, nor 
does the Bureau of Reclamation have a guardian’s re- 
lationship with its projects.” 


¥ 


“T do not want these [public] power properties, if they 
are developed, to escape taxation, although we cannot put 
the payment in the form of taxation.” 


¥ 


“T think our [transit’s] number one job today is to proj 
mote better understanding of transit among our riders 
our employees, and the general public.” 


¥ 


. with a utility industry quickening to the grea 
possibilities for healthy and sound reconstruction unde 
the Public Utility Holding Company Act of 1935, oppor 
tunities for individual initiative should and will be ac 
corded first place; governmental propulsion, second 
place.” 






“ 











¥ 


“The present policy of splitting up responsibility an 4 
jurisdiction for rate making between ships, aviatio 
railroads, trucks, and busses among different governmeng” 
tal agencies, is absolutely intolerable. The agencies comg. 
pete with each other as much as the industries they 
regulate.” bE 
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Burroughs 


: > = covers the entire range of 
write “Seek. WAGE AND HOUR 
poral Accounting 4 RECORDS and STATISTICS 


Machine 
along with all payroll records 
and labor distribution 


ess 





nor 
Ta Burroughs machines provide these five 
important records, including wage and 
hour statistics, in a fraction of the time 


required by ordinary methods: 


. Individual Employee’s Hour and Earnings Record. 


. Individual Employee's Pay Statement or Receipt. 





. Individual Employee’s Pay Check or Envelope. 


hey 


pe . Departmental or Group Payroll Summary Sheet. 


wit: w6© Be =~ 


. Departmental or Group Payroll Check Register. 


If desired, all five can be prepared on a 
single machine in one operation, under 
any one of several plans. 


To determine the particular machine and 
plan that will fit your client’s needs at the 
lowest cost, call the local Burroughs repre- 
sentative. Or, if you prefer, write to— 


BURROUGHS ADDING MACHINE COMPANY 
6787 Second Boulevard, Detroit, Michigan 








At-the left are illustrated five different types of Burroughs 

machines for payroll and labor accounting. These machines 

are offered in many styles and sizes to meet the require- 
ments of any business, large or small, 
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T. A. M. Craven 
Member, Federal Communications 
Commission. 


Epitor1AL STATEMENT 
Electrical World. 


C. O. RuccLes 
Professor, Harvard University. 


TuHomAS R. AMLIE 
U. S. Representative from 
Wisconsin, 


Davin I. WALsH 
U. S. Senator from Massachusetts. 


James R. GARFIELD 
Former Secretary of the Interior. 


DorotHy THOMPSON 
Newspaper columnist. 


EpirortAL STATEMENT 
Electric Light and Power. 
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“T feel that in any action which may be taken by the 
commission, utmost caution should be utilized to avoid 
the danger of the commission censoring what shall or 
what shall not be said over the radio.” 


¥ 


. .. it is not too much to say that more of the credit 
[for the progress of farm electrification in this country] 








should go to the Committee on the Relation of Electricity 
to Agriculture than to any other single agency.” 
# 
“The public would be foolish indeed if it did not 
secure its public utility service in the most economical CC 


manner, provided it had been honest with itself in trying 
its experiments and in making all the facts generally 


available to both ratepayers and taxpayers.” ( 
¥ 
“Private utilities seem to share the attitude of the gov- 


ernments of imperialistic countries. They have tended to 
regard certain areas as their own, whether they developed A G 
them or not, and in the same way they have tended opl 
recognize each other’s territorial rights.” 


» ee 


“Tt is not the concern of the Federal government 
whether the state disposes of its water power wisely or 
unwisely . .. the day may come, and the possibility will Dp A 
always exist, that the Federal government, in control of 
all the water power of the nation, if such comes to pass, 


may itself deal with it unwisely.” With 
highes 
Po | & 
pmperatt 





“All state and national regulatory bodies should be ed at tl 
composed of men skilled in their subjects, free from whet 
political influence, and holding office under a proper merit fA the io 
system rather than subject to dismissal at the whim of fxcess of 
each succeeding administration. Ne regulatory body is James ft 





safe unless these rules are followed.” lontinuot 
ion as V 
¥ aintaine 


“If people can be frightened out of their wits by fangse of 
mythical men from Mars, they can be frightened into 
fanaticism by the fear of Reds, or convinced that America ) The ‘ 
is in the hands of sixty families, or aroused to revenge | coolec 
against any minority, or terrorized into subservience to fangeme! 
leadership because of any imaginable menace.” he furné 

pening i 
eB 


“If the power committee [special committee on power 
resources] is sincere in recommending a practical plan 
for a war-time basis of the industry, its first action will be 
to shift the emphasis of the Federal government’s attitude 
toward the utilities from ‘cheap power’ to a sound develop- 
ment that will codrdinate the entire power supply of the 
country.” 
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With a corner-fired furnace, the area of 
highest heat release and, therefore, highest 
pmperature is immediately adjacent to the slag 
be fled at the bottom of the furnace. In typical 
ym furnaces of this type, the nominal heat release 
rit fr the lower 10 per cent of the furnace is in 
of xcess of 200,000 Btu per cu. ft. The impinging 
ames from the burners sweep the slag bed 
ontinuously, subjecting it to heat by convec- 
ion as well as by radiation. Thus the slag is 
aintained in fluid state over the maximum 
ny [ange of firing. 


oO 
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ca f) The C-E design features a patented water- 
ve | cooled slag opening formed by a special ar- 
to fangement of the finned tubes which comprise 
lhe furnace bottom. The periphery of the slag 
)pening is protected by a layer of plastic chrome 
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‘ipperates so successfully BECAUSE 


ore which also forms an ideal drip lip for the 
molten ash. The slag flows freely and continu- 
ously, operating difficulties are eliminated, and 
maintenance is negligible. 


The water-cooled bottom is suspended from 

the furnace walls and moves with them, 
thus avoiding sealing difficulties at the juncture 
of walls and bottom due to unequal movement 
of these parts. 
These three features, which are available 
only in furnaces designed and built by 
Combustion Engineering, account for the 
notably satisfactory performance and 
high availability records of every installa- 
tion of the C-E Continuous Slagging 
Furnace now in operation. 


A427 


Combustion Engineering Company, Inc., 200 Madison Ave., New York « Canada: Combustion Engineering Corp Ltd., Montreal 


ENGINEERING 
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INSTEAD OF 
... For Speed. . 


More and more, engineers responsible for 
important power and process installations are 
turning to Grinnell Prefabrication. These engi- 
neers have learned to depend upon Grinnell 
for delivery of piping systems in the form of 
carefully-engineered sub-assemblies, easily and 
economically erected. 

Grinnell offers unequalled facilities for this 
important work. Three complete plants, 
strategically located, are supplied with equip- 
ment which cannot be made available in the 
field; layout tables, form cutting machines, 
preheating and stress-relieving equipment — 


EASY ADJUSTMENT during and 
after pipe erection is a feature 
of Grinnell Adjustable Pipe 
Hangers, made in a complete 
line to hang any piping any 
place. Quickly installed, pro- 
viding easy maintenance, they 
make full provision for expan- 
sion and contraction, 


ONE WELD OR AHUNDRED are 
easily made with Grinnell 
Welding Fittings. With prop- 
erties identical to those of the 
pipe itself, they weld easily; 
limit welds throughout the 
system to the plain circumfer- 
ential type which are superior 
in strength and simplicity. 


‘“FIELD-BUILT”’ 


. Economy .. . Simplicity 


plus the exclusive Grinnell hydraulic extrud- 
ing machines which make extruded outlets, 
limit field welds to the plain butt type. 
Specialized piping experience enables 
Grinnell to contribute basic and interpretive 
engineering ; to assure sub-assemblies that are 
commercially practical. Grinnell-prefabricated 
units, pretested to qualify for insurance, and 
delivered on schedule, are easier to use, and 
provide a better piping sysiem. Grinnell 
Company, Inc., Executive Offices, Providence, 
Rhode Island. Branch offices in principal 
cities of the United States and Canada. 


reromcoros oy SRUNMELL 
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BETTER SEE HIM MR. JONES... 
HE HAS SOMETHING NEW! 


YoU WILL BE IMPRESSED with this greatest of typewriters! 


Its graceful, modern lines . . . MAGIC Margin... 
and its other advanced Features of the Future are cer- 
tain to capture your interest. Here is a fresh, new con- 
ception of smooth, quiet, comfortable typing! 


This New Easy-Writing Royal sets an entirely new 
high standard for faster, better, more economical type- 
writer performance. 


Have your secretary try this New Royal immediately. 
Give it THE DESK TEST. Judge its value to your office 
in terms of results. Compare the Work! 








NUMBER MAGIC "MARGIN 


MOST AMAZING OF TYPEWRITER 
FEATURES! 


No more setting of margin stops 
by*hand! MAGIC Margin does it 


more than ever automatically! Exclusive with the 
New Royal. 


WORLD’S No. 1 TYPEWRITER | og 


Oopyright, 1938, Royal Typewriter Company, Inc., 2 Park Ave., New York City *Trade Mark 
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KINNEAR ROLLING DOOR 


ce 


with Electric Control \ 
































For Your Business! 





Kinnear Motor Operated Doors are 
“aces” in building modernization.i 
They take a healthy slice off mount-§& 
ing labor and space costs. They are 
opened and closed quickly by means 
of conveniently located control but- 
tons. They save steps, time and 
money. Years of service, in all classes 
of buildings, have proved the econ- F 
omy of their rugged, heavy-duty con- 
struction. 


For Your Home! 


Just touch a button—or turn a key! 
You can open or close the garage 
door without getting out of your 
car... or you can operate it from 
other convenient points. No wad- 
ing in snow. No tugging or strug- 
gling. Door raises upward—out of 
the way—quickly and smoothly. A 
convenience every modern home 
should have. Both door and motor 
operator are built to give lasting 
service ... designed for easy instal- 
lation ... and are surprisingly low 
in cost. Ask for details now on 
this modern garage door conven- 
ience. 


cturin 


From 


fers t 











Write for details on Kinnear's Complete line of Upward-Acting Door 


OFFICES AND AGENTS IN ALL PRINCIPAL CITIES 


KINNEAR MANUFACTURING CO 


2069-80 FIELDS AVE. COLUMBUS, OHIO] Sz 
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a e R&LE cenrrauizen SERVICE 


ses R. & I. E. centralized Service for the 


on- 
On- Bole job — complete substation design 
d equipment. There is a big advantage 


putting the entire problem under one 


sponsibility. 


In R. & I. E., the Public Utilities have 
: nd engineering ability to cope with 

ery outdoor and indoor switching prob- 
m. Here are complete design and manu- 


turing facilities under one roof. 


From the layout to the lines, R. & I. E. 





ers the benefit of twenty-five years ex- 





rience, 











a 


RAILWAY& INDUSTRIAL 


+) ENGINEERING CO. 
GREENSBURG. PA. 
Of Sales offices in principal cities 









Specify one of 


- Bes 


| 


i, Y 


For 
RECORDS, FORMS 
COPIES 
THIN LETTERHEADS 

DOCUMENTS 


SEND FOR SAMPLES 


ESLEECK 


WE Vatbbc-Voiabbobate mm Ore iibol-bahig 


Turners Falls, Mass. 








All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 
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li is no accident that 










Darling valves offer greater strength, 
greater efficiency and greater ease | 4 


of operation. They cost a little | , 


more because they are built a lot | ‘ 
D 
better. V 
9, 





DARLING VALVE & MFG. CO. 


Williamsport, Pa. bit 

Li 

Representatives in: try 

New York Philadelphia Oklahoma City Houston th 
Pittsburgh Toledo Evanston, IIl. 









} LING 


TE. VALVES 
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How to Save 


Make-up 


and Boost Turbine Hours 





Over half the power generated 
for industry in America comes 
from turbines using Gargoyle 
D.T.E. Oil Light. Socony- 
Vacuum’s experience with over 
9,000 turbines helps find oper- 


ating economies 


| Fs LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That is why more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


SOCON Y-VACUUM 


OIL COMPANY, INCORPORATED 





STANDARD OIL OF NEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE DIVISION - MAGNOLIA PETROLEUM COMPANY 


Socony-Vacuum has “kept cases” on tur- 
bine operation. This experience is made 
available without cost to turbine mer 
Pamphlets prepared on this subject will be 
sent at your request. In addition, see the 
new moviecalled “The InsideStory,” which 
reveals exactly what Correct Lubrication 
does. Just write to the nearest Socony- 
Vacuum office for these aids. 


“72 Years of Experience Cailing’’ 


That is what the chief of a great utility 
wrote to one of his station superintendents. 
For when the Socony-Vacuum Represen- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them tochalk up records for efficiency 
and economy. Why not make sure to see if 
our man has something you can turn to 
your advantage? 


Y GARGON. 
/ we, pan 





CHICAGO DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 


MAKERS OF MOBILGAS, MOBILOIL, GARGOYLE INDUSTRIAL LUBRICANTS 
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NATIONAL ASSOCIATION OF RAILROAD © 
AND UTILITIES COMMISSIONERS 


These pamphlets are incorporated in the printed and bound volume of 
the 1938 Convention Proceedings, November 15-18, 1938, but are 
Separately Available for immediate delivery 


REPORT OF SPECIAL COMMITTEE ON DEPRECIATION 


“Depreciation Principles and Methods” 

Accounting for Depreciation 

Depreciation in Rate Cases 

Results of Straight-Line and Sinking-Fund Methods 

Methods of Estimating Depreciation Rates 

IG Davies And FS CMaLte, SO DOs vis vacde evans ccd sisltepeceies ne $1.50 
(Descriptive Memorandum from Chairman A. R. Colbert upon request) 


Report of Committee on Progress in Public Utility Regulation, 74 pp. 
(19387 Report also available at 75c per copy) 

Report of Special Committee on Public Utility Finance, 29 pp. 

Report of Committee on Public Utility Rates, 21 pp. 
(1937 Report also available at 60c per copy) 

Memorandum concerning Effect of Recent Court Decisions upon State Commission 
Jurisdiction respecting Depreciation—by John E. Benton, General Solicitor, 
RNS teil Ry ieshib bea ae sArs GIN WR RT e arp 8/ Ow Sibsa/ opis eeaie GlOTawia tania let ROOEN Del as MEE Ne $1.00 


The following reports are ajso incorporated in the Convention Proceedings but 
are NOT separately available: 


Regulation of the Natural Gas Industry Motor Vehicle Transportation 

Rural Electrification Uniform Motor Freight Classification 

Statistics and Accounts of Public Utilities Co-operation between State and Federal Com- 
Uniformity of State Commission Procedure missions 

The Rail Transportation Problem History of and Current Developments in Regu- 
Railroad Rates lation 

Motor Carrier Problems Generation and Distribution of Electric Power 


Other publications of the Association: 

*Uniform System of Accounts for Electric Utilities (1936 Revision) (Classes A, B, 
C, and D) 

*Uniform System of Accounts for Gas Utilities (19389 Revised edition, incorporating 
1987 and 1988 revisions) (Classes A, B, C and D) (Manufactured and 
Natural Gas) (Available February 1939) 2. 

*Uniform System of Accounts for Gas Utilities (1936 Revision, with 1937 and 1938 
revisions in separate pamphlets) (Classes A and B) (Manufactured and 
Natural Gas) (Available immediately) $ 

*19388 Revisions only of the Uniform System of Accounts for Gas Utilities 
(available immediately ) 

*Uniform System of Accounts for Water Utilities (1939 Revised edition) (Available 
February 1939) 

*Retirement Units for Electric Utilities 

*Retirement Units for Gas Utilities 

*Retirement Units for Water Utilities 

Interpretations of the Uniform System of Accounts for Electric Utilities 

Depreciation—A Review of Legal and Accounting Problems 


*Discounts—5%—25 copies, 10%—50 copies. 
Where remittance accompanies order, we pay the forwarding charges. 


*The Convention Proceedings will be off the press January 1939. ($6.00) 


THE STATE LAW REPORTING COMPANY 


Official Reporters & Publishers of N.A.R.U.C. 
30 VESEY STREET NEW YORK, N. Y. 
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COMBINED METERS SANGAMO TYPE HV METERS 


Ay) Bees vac 1s 





The Type HV instruments combine a 
standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 


rate register. Low cost installation and 


51.50 TYPE HV-11-S-2 minimum space requirements make 
1 them desirable for metering and con- 
20 TYPE HV-11-A 

a5 trolling off-peak loads. 


Modern Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


om- SPRINGFIELD, ILLINOIS 








We've Spent Fifty Years Learning to 
“4 r _ Build Batteries Like This 


T has been half a century since this company first 
began the commercial production of storage batteries. 
And one of the first types produced was the Exide 

Chloride. 


Is it any wonder then, that with this long experience 
behind it, the Exide Chloride should be one of the most 
widely accepted batteries used in stationary service? 


Bulletin 204 describes the unique construction of this 
remarkable battery. Write for a copy and learn why it 
is the choice of engineers everywhere. 


? THE ELECTRIC STORAGE BATTERY CO. 
EX 10e The World’s Largest Manufacturers of Storage 
Batteries for Every Purpose 


CHLORIDE PHILADELPHIA 
a a BATTERIES Exide Batteries of Canada, Limited, Toronto 


Susses FSF fF 
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HYDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks | 
* Butterfly Valves f 
( 


*& Power Operated Rack Rakes 





* Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


Hydraulic Turbine Division 
NEWPORT NEWS, VA. 











~ * PRODUCTS 


THE SUPERIOR SWITCH BOARD & DEVICES CO. 
CANTON , OHIO 


* Heanifaciiing * 


METER ¢ RELAY TEST SWITCHES METER TEST BLOCKS ¢ TABLES 
METER ETRANSFORMER ENCLOSURES 
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NEW 1939 





CHEVROLET TRUCKS 








MASSIVE NEW SUPREMLINE 
TRUCK STYLING .. . COUPE- 
TYPE CABS... VASTLY 
IMPROVED VISIBILITY 


giving a much handsomer, sturdier 

appearance—more seating room— 

and much greater driver comfort, as 
well as greater driving safety. 


FAMOUS 
VALVE-IN-HEAD 
TRUCK ENGINE 


with even greater economy-leader- 

ship and with the maximum pulling 

power for which Chevrolet trucks 
have always been famous. 


POWERFUL HYDRAULIC 
TRUCK BRAKES 


of the special Chevrolet double- 
articulating, controlled self-energiz- 
ing design—the safest and most 
dependable brakes built today. 
(Vacuum-Power Brake Equipment 
optional at additional cost.) 


FULL-FLOATING 
REAR AXLE 


extra strong—extra rugged—extra 

di dable... ilable on Heavy 

Duty models only. 

(2-Speed Axle optional at 
itional cost.) 














Cree 


Higher Quality—Lower Prices 
45 different models 
in eight wheelbase lengths 


Your business is different, of course. It is for just that reason 
that you will be especially interested in what Chevrolet has 
done to provide motor trucks exactly fitted to your particular 
needs. There is hardly any business for which there are not 
appropriate trucks among the Chevrolet models for 1939. 

Chevrolet now offers you a choice of 45 different models, in 
eight different wheelbase lengths, and all Chevrolet-built 
through and through—chassis, engines, cabs and_ bodies. 
Capacities cover the full range from that of the fleet Sedan 
Delivery to the new Cab-Over-Engine Heavy Duty models 
with a range of gross weight ratings to a maximum of 14,000 
pounds. And all these models sell in the lowest price range. 

Every desirable feature of advanced engineering is to be 
found in these new trucks. They are the great power-pullers 
of their price class—the most economical trucks to be had. 
New lower prices make them the oustanding values of the year. 

CHEVROLET MOTOR DIVISION 
General Motors Sales Corporation 
DETROIT, MICHIGAN 
General Motors Instalment Plan—convenient, econ»mical 
monthly payments. A General Motors Value 
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Marshalling the facts— 


Interpreting issues 
and trends— 


Here is a new book that will help the business man to 
arrive at sound viewpoints concerning the ever more tm- 
portant questions of public utility regulation. The book 
supplies the necessary analysis of the nature and extent of 
regulation today—critically and impartially considers its 
economic significance. 


Just Published 
Public Utility Regulation 


By G. Lloyd Wilson, Professor of Transportation and Public 
Utilities, University of Pennsylvania 

James M. Herring, Assistant Professor of Geography and 
Public Utilities, University of Pennsylvania 

and Roland B. Eutsler, Professor of Economics and Insur- 
ance, University of Florida 


571 pages, 6 x 9, $4.00 





C H : This book does the job of research for the man who wants 
hapter Headings a full, detailed picture of the regulation situation. It is a 
Regulation before the Estab- correlation and analysis of facts from laws, records, court 
eet of — ae decisions, the literature, and other sources that have a bear- 
rate Versus Locel Reguation i the case. It represents the complete, integrated story 
Regulation by Stat ; ing on the : 4 ue ’ : 
cen : celebs —the history, the extent, the significance, the trend, of public 
Baguistion of Accounting and utility regulation in the United States. 

eporting 
Rate Regulation 2 : j é Te : . 
b Valuation of Public Util- You will appreciate the pertinently critical discussion of : 
Fair Return —the emergence of regulation and its development through the state 
Depreciation commissions pattern : 
Regulation of Service —the problems of state versus local regulation 
Regulation of Security Issues —the issues involved in regulation of accounting and reporting, rates 
Regulation of Holding Com- and valuation for rate-making, rate of return, depreciation, service, 
the F deral G d security issues, etc. 
s che Public Utilities ene ian —the expanding role of the Federal Government in utility control, and 
. Regulation of Motor Transpor- its value in terms of the possibilities of sounder regulation 

tation —Governmental experiences in undertaking power projects and pro- 
. Federal Regulation of Inter- moting rural electrification 

let ne in Gas and —their significance as instances of national economic planning 
National, | ee Policy and the —the issues of governmental versus private ownership 

Federal Power Commission 
. Federal Power Projects 
. Rural Electrification Order from 
. Federal Regulation of Com- 


© oa renege PUBLIC UTILITIES REPORTS, INC. 
MUNSEY BLDG. WASHINGTON, D. C. 
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‘he Indicated Machine for 


ECONOMIC 
TRENCH 
DIGGING 


Best Fitted 
to Your Work 


= The CLEVELAND 
” BABY DIGGER Model95 


@ Because it is compact, mobile and flexible — easily and economically 





operated in the open or those "hard-to-get-in places"— fast and abun- 
dantly powered — without needless bulk and weight — easily and speedily 
transported from job to job on its own special trailer — the Baby Digger 
Model 95 will deliver maximum footage, day in and day out, either on 
distribution jobs in the crowded conditions of cities and towns or on gruel- 
ling main line digging. If you want to simplify your ditching problems and 
effect substantial money savings, put one of these practical machines to 


work on your next job. Write for details today. 


yublic 


THE CLEVELAND IRENCHER COMPANY 


“Pioneers of the Small Trencher” 


20100 St. Clair Ave. Cleveland, Ohio 


e CLEVELAND | 
BABY DIGGER Model 95\ 
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Alphabetic Bookkeeping and 
Accounting Machine 


Investigate the SPEED and 
Flexibility of punched card accounting 


It isn't necessary to have a large volume of business, to benefit by the 
punched card method of accounting. This modern, widely-accepted 
method now offers an advantage to small and medium-sized companies. 


This advantage lies in the flexibility of the machine shown above. This 
one machine will take care of practically every type of utility account- 
ing. It will prepare the complete reports you need automatically from 
punched cards. Simply by altering the controls on this machine you 
can switch from Billing to Payroll to Operating Ledgers—all in a 
matter of minutes. 


Write for detailed information concerning the advantages which this 
flexibility and speed can mean to your business. 


INTERNATIONAL nama MACHINES CORPORATION 


orld Headquarters — 
590 Solow Ave., New N.Y 





Branch Offices In 
Principal “Cities of “the World 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





’s there—even tho’ you 
can’t see it! 





rident Quality 


’s running water, stopped in mid-career 

y the ultra-speed camera! You never see 

nning water this way—any more than 

ou see the added quality that keeps Trident 

eters running smoothly and accurately 

par after year. But the Quality is there— 

t there by modern precision machine 
bols and production methods. And it can 

e shown by Trident higher percentages 

d close range of accuracy, higher stand- 
tds of precision, closer tolerances, finer 

nish. In short, Tridents are better water ee 
eters made better . . . and the ultra-tests ed eon 


. . 2 » E E esh & Grier, 
f actual service prove it! pets Lae 


6 MILLION-PLUS 


Srident 


PRECISION-BUILT 
WATER METERS 


Neptune Meter Company, 50 West SOth St., (Rocke- 
FROST PROOF feller Center), New York City. Branches in Princi- SPLIT CASE 
With Breakable Bottom pal Cities. Neptune Meters, Ltd., 345 Sorauren For Frost-free installations 
Sizes 5%” to 1” Avenue, Toronto, Canada. Sizes %” to 1” 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly 





January 5, 19 











E HAVE heard over and over 

again that there is such a man— 
We are looking for him. Do you know 
him?— 


A fellow who'd rather fire a man than 
hire one— 


Who'd rather see his business slump 
than gain. 


How absurd! 
Ask yourself why he is in business. 


Do you know a single businessman 
whose ambition is not to grow, to 
get on and up in the world? 


He can’t grow without sharing his 
growth with others, without hiring 
more helpers, without making or dis- 
tributing more goods to people who 
want them, all of which means more jobs. 


Even if he is as selfish as he is some- 
times pictured, his ideas as to how he 
can increase his business activity are 
important to all of us. His counsel should 
be valuable. 


What does he say? 


We recently asked 200,000 of the two 
million owner-managers of business 
what, in their judgment, prevented 
them from adding more men to the pay 
roll. Almost without exception all said, 
in effect; “Our customers are paying, 





uary ; 









in hidden and direct taxes, what they 
ought to be spending for goods.”’* 
Nearly one-third of the income of all 
of us now goes to the cost of Govern- 
ment. Only one dollar out of six is 
spent for relief, contrary to the general 
impression. Too little is left today for 
the expansion of old industries and the 
development of new, from which 
springs employment. 

What helps business helps to make 
more jobs. 


*Write for free pamphlet giving details. 





HOW TAXATION KILLS JOBS 


In 1890 only five cents of the income dollar was taken 
for all government expenses, Federal, State and local. 
By 1929 the five cents for our government expenses in 
the United States had grown to 16 cents. 

Today political agencies are spenting 30 cents of each 
income dollar. Business—labor and management — 
should be alarmed lest America become politics-ridden, 
like the Old World, and the greater toll of taxation 
prevent opportunity for new industries with the con- 
sequent increase of employment. 








This message is published by 


NATION'S BUSINESS 


—a monthly magazine edited in Washington where 
business and politics meet. Established 1912. 315,000 
business men and women subscribe. Begin reading 
Nation’s Business now. 
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A set-up for meeting 
special requirements in strand 


HEN special characteristics are required in strand, the place to 

begin is at the open-hearth furnace. The complete integration 
of all manufacturing operations under Bethlehem’s system of control, 
beginning with steel making and following through all subsequent 
phases, is an important factor in making strand to meet special 
conditions. 


BETHLEHEM STEEL COMPANY 
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With more than 1,000 sizes and modifications from which 
to choose, you can equip your entire plant with Nordstrom 
Lubricated Plug Valves. Sizes range from 4” to 30’; 
temperatures from —150° to -+600°. Tested pressures 
range to 10,000 Ibs. Write for catalog. 


INSTALL NORDSTROM LUBRICATED VALVES 


MERCO NORDSTROM VALVE CO. 
A Subsidiary of Pittsburgh Equitable Meter Co. 


Main Office: Pittsburgh, Pa. Branch Offices: New York City, Buffalo, Philadelphia, 
Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Les Angeles, 
Oakland. Canadian Licensees: Peacock Brothers, Ltd., Montreal. European Licensees: 
Audley Engineering Co., Ltd., Newport, Shropshire, England. 


your Engineering Plans 
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PORTABLE ELECTRIC TOOLS 
TOWSON, MARYLAND 


WALL BiG BRUTE’ 


DREADNAUGHT 


Oo Splicevs Furnace-& 


a 


Designed and built for 


PUBLIC UTILITY SERVICE 





EXTRA WIDE TANK ADOPTED AS STANDARD BY MANY OUTSTAND- 


HINGED FLUE ING POWER AND TELEPHONE COMPANIES. 
HEAVY BURNER WITH 


eS ae P. WALL MFG. SUPPLY CO. 
KEROSENE OR GASOLINE PITTSBURGH, PA. 
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Lor lia Shippers Advisory Board convenes for winter meeting, Chicago, IIl., ® 





4 Minnesota Telephone Association will convene, St. Paul, Minn., January 24-26, 1939. 





{ American Society of Heating and Ventilating Engineers will hold annual meeting, 
Pittsburgh, Pa., January 23-26, 1939. 





q oe Electric oe Ts actata Equipment Committee, will hold convention, Buffalo, 
., February 6, 7, 





{ Edison Electric Institute, Transmission and Distribution Committee, will convene for 
session, Buffalo, N. Y., February 9, 10, 1939. 





National Electrical Manufacturers Association will hold mid-winter conference, New 
York, N. Y., February 5—11, 1939. 





q Atlantic States Shippers Advisory Board opens convention, Baltimore, Md., 1939. 





{ American Engineering Council starts annual meeting, Washington, D. C., 1939. cs 





q Engineering Institute of Canada will hold meeting, Ottawa, Ont., February 20-22, 1939. 





4 Texas Telephone Association will hold convention, Dallas, Texas, March 22-24, 1939. 





q oe Telephone Association will hold session, Oklahoma City, Okla., March 27, 28, 





Kansas Telephone Association will hold session, Junction City, Kan., March 30, 31, 1939. 





4 Nebraska Telephone Association will hold session, Lincoln, Neb., April 11, 12, 1939. 











9 American Society of Civil Engineers begins annual meeting, New York, N. Y., 1939. 
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wo things of significance to the 
utility industry have been noted 


recently. - Taken together they 





may mean that’the period of political 
ttack on it is nearing an end. An era 
pf adjustment may be at hand. 

A third, and even a fourth, factor 
may be added. We will come to them 
mn time. The first two are real. The 
econd pair are in a doubtful area. 

The first fact is that the administra- 
ion is willing to codperate with the 
itilities in the eastern manufacturing 
listrict. There may still be an element 
bf compulsion in this offer of codpera- 
ion. But the important thing is that 
he men who are believed to be on the 

side—they believe themselves to be 
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The Fever May Be Lessening 


The period of political attack on the utility industry 
is, in the opinion of the author, nearing its end. War 
. and electric power—Nebraska’s Little TVA. 


By HERBERT COREY 


JANUARY 5, 1939 


—are confident that the administration 
has adopted a new attitude. 

The second is that the troubles ex- 
perienced by the Norris hydro-power 
projects in Nebraska are threatening 
political flarebacks. Roseate theory has 
bumped against practicality. Not only 
are Nebraska taxpayers and ratepayers 
dissatisfied but the reasons for their 
dissatisfaction are becoming known in 
some other districts in which hydro- 
power is being promoted by the Fed- 
eral government. The yardstick has 
gone into reverse. The inquiry now is 
not into the real or presumed sins of 
the privately owned utilities but into 
the need for and cost of the Federal 
plants. 
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So much for the two important de- 
velopments of the day. 

The third and fourth factors have 
to do with men rather than with power 
production. Some of the men who 
have been most influential with the ad- 
ministration are reported as losing their 
“in.” They have been the most in- 
fluential and enthusiastic leaders in the 
campaign against the utilities. The new 
Congress, too, will almost certainly be 
less pliable than have been national leg- 
islatures of the immediate past. No 
suggestion is being made that spending 
will be greatly curtailed, but it is at least 
possible that the control of the purse 
will be recovered by Congress. It is 
extremely probable that several of the 
hydro-power projects furthered by the 
Federal government will be closely 
scrutinized. 


is the last few months the reading 
public has been somewhat ennuied 
by the utility situation. That burst of 
glory which enveloped the TVA has 
been considerably dimmed. A political 
campaign has been going on; European 
troubles have held the first pages ; busi- 
ness is beginning to show signs of re- 
vival, and farmers have been turning 
heretic on the AAA. All these things 
have made good reading. Yet if the 
presumption is justified that some of 
the fever is out of the utility chart, it 
is of immense importance. It means the 
release of an immense sum for expan- 
sion and betterments, and this should 
convey some assurance to the holders 
of utility stocks and bonds. It is ad- 
mittedly difficult for a prophet to find 
a clear vision in the crystal ball when 
persons of high position keep shifting 
the globe around. Yet the prophecy is 
worth reading. There are good rea- 
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sons to believe that the utilities again 
are to be regarded as business enter- 
prises of the highest consequence in- 
stead of public enemies. 

Hitler figures in the first case. This 
assumption may be considered a little 
far-fetched, but it is a fact. Every one 
remembers the story of Europe’s 
month of agony. What may not be 
fully realized is that as a consequence 
of Hitler’s triumph he might, possi- 
bly, make demands on countries in 
South America which might compel the 
United States to erect a Monroe Doc- 
trine barrier. This is stated only as a 
possibility, but as a possibility that can- 
not be ignored. If definite friction were 
to arise between Hitler and the United 
States, we would be helpless in many 
respects. 


ERMANY is superbly armed today, 
but the rearming program kept 
her busy for five years. Great Britain 
and France were a year late in starting. 
They worked at their programs for 
only four years, which was not 
enough. They were unable to challenge 
Germany’s might at Munich. If we 
were called on to back our words with @ 
action we could not do much today. 
Not only are our Army and Navy defi- 
cient in many of the vital necessities of 
war, but we could not manufacture 
these things at anything like the speed 
demanded by the pacific nation trying 
to become a warlike nation over night. 
We would lack power. Electric 
power. 

Our manufacturing industries are 
concentrated in the eastern area of, the 
United States. The electric power 
available is sufficient for the normal 
demands of full-time business. It is 
more than sufficient for the demands 
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of the present day, of course. But it 
would not be sufficient for war-time 
needs. It never has been. We thought 
we did fairly well during the World 
War—except those of us who were in 
touch with the inner affairs—but it is 
a fact that if the Armistice had not 
come just when it did we would have 
been faced by a very serious power 
hortage. We were just beginning to 
get into production for war at that 
ime. In some lines—artillery, rifles, 
hand grenades, planes — we were 
never on a war footing. We were then 
able to call on our allies to supply our 
deficiencies. 


] T is not regarded in high quarters 
as feasible to rely on any ally if war 
ere to be forced on us at this time. 
European politics is an uncertain mix- 
ure. No one can possibly say today 
hat will be tomorrow’s combinations. 
hese things are said not to suggest 
hat there is any danger of war, but to 
ake the fact clear that if we went to 
ar—whether we went to war unwill- 
ngly or with a whoop—we would to- 
day be armed mostly with cornstalks. 
hen that fact became clear to the 
Roosevelt administration an inquiry 
as set on foot, the aim of which was 
0 discover our deficiencies of power 
pnd how to repair them. Given plenty 
of power — PLENTY — we could 
perform miracles. If the dynamos were 
pverloaded we could not. 


A comprehensive and strictly fac- 
tual report has been made, for which 
every source of information was 
tapped. 

The net showing is that if war were 
to come we would be terribly handi- 
capped by a power shortage. 

More than that, if business were to 
regain a normal momentum the power 
supply would be unequal to the needs 
in 1940. 

The administration, therefore, of- 
fered to the utility industry in the east- 
ern manufacturing section an assur- 
ance that it will cooperate with it in 
the needed expansion. 

That assurance has been accepted 
by men who can speak for the utilities. 
At the time of writing this under- 
standing had not gone beyond a realiza- 
tion of the problem and a joint deter- 
mination to solve it in a spirit of 
friendship. It is, unfortunately, true 
that friendly understandings have been 
had before and have not come to any- 
thing. But the fact that the national 
safety might be imperiled, if and when 
war comes, unless both sides to that 
agreement can work together in unity, 
offers some assurance that it will last. 


F® this much is certain. War pro- 
duction must come from the 
eastern area. 

The great government-owned and 
-built hydroelectric plants in the West 
would be almost valueless. 


facturing area to produce the goods. Guns, rifles, bayonets, 


q “TF or when we go to war it will be up to the eastern manu- 


uniforms, blankets, hand grenades, trucks, shoes, hobnails, 
steel hats... The number runs into the thousands. Bonne- 
ville and Grand Coulee and Boulder and the TVA and the 
rest of the government’s hydroelectric projects are magnifi- 
cently large and picturesque. But so is the Sphinx.” 
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Not quite valueless, of course. Some 
part of their power could be made use 
of. On the other hand, it is conceivable 
that for practical purposes they would 
be nothing less than nuisances. They 
would actually slow up our production, 
jam our transportation, and cause the 
most infernal tangle ever created even 
by a war. No one who saw at first 
hand the operation of national hysteria, 
plus practical politics, plus a wild en- 
thusiasm to produce without knowing 
what should be produced, during the 
1917-1918 period, can doubt that if we 
were forced into a war there would be 
an immense clamor for the use of the 
power being produced or potentially 
producible in these great government 
plants. 

Newspapers and magazines have ac- 
cepted them as a kind of insurance 
against the power-pinch which would 


result from war. But their power could 
not be used for months after a declara- 


tion of war. The distances from 
sources of raw material and the short- 
age in transportation facilities would 
make manufacturing on the spot im- 
possible. Any such effort would tie the 
railroads in knots, even if there were 
manufactories equipped and ready to 
go anywhere near the great dams. 
Trucks could not be relied on, accord- 
ing to the War Department’s experts. 
In time the power might be carried to 
the industrial centers, but the building 
of lines and stations would be an added 
handicap to the nation’s effort, and a 
handicap imposed during the first few 
months when speed of production 
would be vital to the national safety. 

These plants have cost hundreds of 
millions of dollars. If we were to go 
to war tomorrow they would not be 
worth a nickel. This is not an argu- 
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ment that they will never be wort 
their cost. That is another and a differ 
ent story. But for the purposes of wa 
production they are practically value 
less today and for the reasonably im 
mediate future. Nor is this an argy 
ment that at some future time, eithe 
by the extension of their power nets 0 
through a complete rearrangement 0 
our transportation scheme, they migh 
not be of immense value in war time 
That, again, is another story. It is sim 
ply a statement that they could not b 
utilized for war-production purposes a 
any time within the next few years, and: 
world conditions are such that the ne 
few years must be considered as a peg 
riod of possible danger. 


_ might be said with some assurancd§j 
that this is the position of the ad 
ministration. It is not probable that 
such an admission would be made by 
any acknowledged spokesman. But i 
the inner circles the facts as briefly set 
out are admitted. If or when we go to 
war it will be up to the eastern manugi 
facturing area to produce the goods: 
Guns, rifles, bayonets, uniforms, blan#i 
kets, hand grenades, trucks, shoes, hob 
nails, steel hats. I have forgotten just 
how many different articles are used ing 
war. The number runs into the thous 
sands. Bonneville and Grand Coulee 


esque. But so is the Sphinx. 
The report referred to also shows 


what we used to think of as normal in- 
dustrial activity, the eastern area would 
run short of power. In other years the 


managers of the utility companies weregcoope: 


able to look ahead and make provi- 
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Shortage of Electric Power 


os HE electric power available is sufficient for 

the normal demands of full-time business. 
It is more than sufficient for the demands of the 
present day, of course. But it would not be suffi- 
cient for war-time needs. It never has been. We 
thought we did fairly well during the World War 
... but tt 1s a fact that tf the Armistice had not 
come just when it did we would have been faced by 


avery serious power shortage.” 





ion against anticipated industrial ac- 
ivity. This has not been possible 
luring the past few years, while the 
tilities have been the objects of politi- 
al attack. Even if expansion were de- 
@irable, money was not easily come by. 
o utility company, broadly speaking, 
lared take the risk of expansion in 
Ywiew of unsettled business conditions. 
hatever may have been the cause of 
he depression, and this is not a dis- 
ussion of political matters, the depres- 
sion has been there to be reckoned with. 
gt was recognized by the administra- 
ion’s specialists that if an old-fash- 
oned industrial boom were to begin 
sit might run head-on into a power 
shortage. The consequences, political 
and otherwise, were too painful even to 
think about. 
i Hence the decision by the adminis- 
‘Bration to encourage the utility men 
‘pf the East to enlarge their facilities. 
Conferences have been held in which 
both sides have manifested willingness 


HE utility men have been given as- 
surances of fair play if they do 
ooperate. If they need money with 
hich to expand their plants, the gov- 


ernment will find it. They have replied 
that they can get all the money they 
need if the administration gives assur- 
ances of its friendly attitude. 

The administration has let it be 
known that if the utility men do not 
codperate, the government will take 
hold of affairs and make the enlarge- 
ments at its own cost. It does not wish 
to do this, for the discovery has been 
made that the investment of privately 
owned money produces taxes, but that 
the investment of government money 
carries with it the payment of interest. 
There seems no probability that much, 
if any, government money—taxpayer 
money—will be invested. If the ad- 
ministration promises fair play none 
will be needed. Utility stocks used to 
be sound investments, for the most 
part. 

This new position of the administra- 
tion vis-a-vis the utilities must pain U. 
S. Senator George W. Norris very 
deeply, for it is based on the principle 
of interconnection, which he has 
fought so vigorously for fifteen years. 
The administration realizes that if 
there were to be a war, and enemy 
plane carriers could get close enough 
to our coasts to send out a fleet of 
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bombers, and if those bombers de- 
stroyed one power center, it would be 
most desirable to be able to link the 
factories remaining to a new source of 
power. Substitute peace for war and a 
flood or a fire for an enemy bombing 
fleet, and you have a statement of the 
reasons why utilities have been tying 
their plants together almost ever since 
they began to use copper wire. 


i oer fought this bitterly. He 
used to show a map to the Senate 
on which power companies were por- 
trayed as connected and therefore vil- 
lainous. It is true that most of Norris’ 
fire was directed at the holding com- 
panies, but one reason for the exist- 
ence of the holding companies was to 
provide an effective linkage. His map 
of an octopus in red sprawled over the 
country no doubt aroused the anger of 
many ill-informed men against the 
power companies. And now the ad- 
ministration has thrown his map into 
the discard and proposes to connect 
the power sources of the East in so 
tight a net that no matter how harshly 
we might be bombed — if and when 
there is a war—manufacturing could 
never be more than temporarily and 
sporadically impeded. The onlooker 
sees this as a sound precaution against 
a danger which may never become a 
reality and an excellent preparation for 
the better business that is to be looked 
for in the years to come. But it is 
tough on Senator Norris. His man- 
eating octopus appears to have been a 
papier-maché affair with piano keys for 
teeth. 

It seems to me that this change in 
the administration’s attitude is of vital 
importance. It may not be a permanent 
change. The history of the past few 
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years warns against going too far 0 
on the limb of prophecy. The mo; 
that can safely be said is that it is ¥* 


ence pointing toward future burea 
cratic control which has been the r¢ 
cent vogue. It would seem, too, to hoo 
elbows with the SEC’s plan for the co 
trol of holding companies. That is, j 
statements by SEC officials are to b 
taken at face value, to admit to fu 
fellowship the holding companie 
which perform a service in tying to 
gether operating companies which ar 
in a position to cooperate. 

But it is hard on Senator Norris. Hif' 
octopus is no longer a terror. It ha 
been given the kiss of peace. 


IN even harder blow to Norris’ politi 
cal position, not to speak of an 
sentiment of admiration he may cheris! 
for himself, is the fact that his Littl 
TVA in Nebraska seems to be washing. 
out. This hurts because the effect i 
primarily political and Mr. Norris i 
a prime politician. The fact that hi 
$50,000,000 power projects in Ne 
braska may prove to be so injurious tq, 
the interests of the state that some off 
them may be ultimately dismantled hits 
him, so to speak, between wind and 
water. It follows that other states 


thrust on them may come to doub 
Mr. Norris’ omniscience. It will be re 
called that most of the money offereq 
by the government has been received 
and spent and that there is small hop¢ 
of further largess. This will help to 
clear the eyes of many a taxpayer i 
the western states. They may in tur 
help to clear the eyes of their Repre 
sentatives in Congress. 

It will be recalled that there is an 
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hdefinite Seven TVA’s plan before 
Mongress. It is true that the paternity 
ras something of a neighborhood af- 
bir, but Mr. Norris was at least the 
andpa. If he has been wrong in the 
Hatter of power nets and their useful- 
ess and in his own state’s power plans, 
pmething of his sanctity will have de- 
@arted from him. An indication to this 
ect was recently given by the White 
“spokesman,” who seemed to 


ay at least be said that the path of 
he plan has not been smoothed by this 

‘Mnaladjustment of the Norris halo. But 
is troubles in his own state may be 
xamined more in detail. 


O one seems to have wanted the 
Little TVA in Nebraska except 
orris and his political aides. At least 
ho evidence has been produced that any 
bne in Nebraska, barring some politi- 
‘fians and business men who might 
.pope to prosper by a Little TVA, ever 
.psked for it. This is not the place for 
thorough review of Senator Norris’ 
bower plan, but the facts may be 
sketched briefly. The conclusion may 
., pe stated first, as a foundation on which 


The Norris plan, taken as a whole, 


pas been a complete failure. It has 
njured some of the best farming land 


¢ 


e 


“FLoops in the Southwest have put emphasis on the fact 
that dams filled for power production are of no use for flood 
control. When this ts read in conjunction with the adminis- 


in the state. It has reduced the tax 
hopes for the future. The power it may 
produce has not been needed. 

The U. S. Army Engineers had 
reported against the plan. Their ad- 
verse decision was supported by engi- 
neers of the PWA. But the plan was 
to be Senator Norris’ monument. It 
was to leave behind him a physical 
creation which would dwarf any other 
thing of the sort ever done. It is true 
that Norris was the father of the TVA 
projects in the Tennessee valley, but his 
Little TVA in Nebraska would 
gladden the eyes of his own home folks 
through life everlasting. His political 
position vis-a-vis the Roosevelt admin- 
istration was such that nothing could 
be refused him. At the time, too, the 
Federal government was spending 
money in relief projects by the long 
ton. It seems to be a fact that both 
the President and Secretary Ickes, 
head of the PWA, turned thumbs 
down at first, but Norris talked them 
into it. 

He believed in it with all his heart. 
| sand in his own projects comes 

easy to Mr. Norris because he re- 
fuses to examine any statement by the 
opposition except with a hostile and 
jaundiced eye. A man who opposes 
him is of necessity a paynim recreant 
and would kick a sleeping dog. What 


tration’s present intention of codperating on a friendly basis 
with the utilities in the eastern manufacturing area, it would 
appear that the more violent phase of the political attack on 
the utilitizs is at least nearing an end. A period of compro- 


mise may be at hand.” 


9 
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he has always wanted is to harness the 
Nebraska rivers to power. They are 
unpleasant rivers to deal with, having 
a fashion of alternating between a tea- 
spoon content and rampaging floods. In 
order to get the consent of his Ne- 
braskans he labeled his power plan for 
flood control. No doubt Senator Nor- 
ris was entirely sincere in this. For 
years he had been a warm friend of Dr. 
A. E. Morgan, the deposed head of the 
TVA. That friendship was broken 
about the time that Morgan emphasized 
during his quarrel with his fellow di- 
rectors that an empty dam is valuable 
to control floods, but a filled dam has 
no value at all. Only a dam carrying 
a fairly good head can be of use in the 
production of power. The Morgan pro- 
nouncement came just at the time when 
it seemed the Norris dams in Nebraska 
might produce power that was not 
needed, but could not control floods. 
When two characters as positive as 
those of Norris and Morgan have a 
head-on collision the only thing certain 
is that neither will recede. 


HE salient features of the Ne- 
braska failure seem to be: 

A. Nebraska’s long record as a state 
that pays as it goes and keeps out of 
debt. It advertises these facts in the 
magazines ; 

B. Nebraska has more river mileage 
than any other state. But the rivers are 
not manageable. Not only do they al- 
ternate between low water and high 
water, but they carry a heavy silt con- 
tent. Some of them lack an imperme- 
able bottom lining of clay. When 
water is backed up behind a dam it 
simply leaks out through the light 
loam of the farm land and injures or 
destroys farms; 
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C. The Nebraska State Plannin 
Board reports that of 219 hydro 
power plants which have been devel 


oped in the past, 173 have been aban; 
doned, and only 46 remained in operall, 


tion at the end of 1936; 

D. At the insistence of Senator Nor 
ris, about $50,000,000 of Feders 
money has been put into hydro-powe 
projects. There is no shortage o 
power in Nebraska. Several com 
munities owning power plants have re 
fused to contract for the Federal powe 
on the ground that they can produc 
the power they consume both mor 
cheaply and more dependably in thei 
own steam-driven plants. The uncer 
tain habits of Nebraska’s rivers ar 
made more uncertain by their habit of 
occasionally freezing solid during a 
especially hard winter, and firm powe 
cannot be guaranteed. 


HE present situation seems to b¢ 

that the Federal government has 
laid a large and unsound egg in Ne: 
braska. If the Federal projects are to 
be maintained, they can only assur 
firm power to their prospective. cus 
tomers by the purchase of many of the 
privately owned utilities in Nebraska 
Hence the recent action of the PWA 
and the FPC in trying to effect a ten- 
tative sale of Iowa-Nebraska Light & 
Power Company properties to two 
Nebraska public power districts. 

On the other hand the privately 
owned utilities are confronted by the 
threat of underpriced Federal power, 
when and as available. The utilities 
might conceivably be forced to buy this 
power, which they do not need, as a 
measure of protection. In that event 
they would be compelled to increase 
their rates to consumers. There has 


pects 
of w 
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ingen talk of supplementing the Federal 
ydro projects by steam plants, in order 
o be sure of firm power for competi- 
ive sale. The present rates in Omaha 
hnd Lincoln, in which cities more than 
pne-half the electric energy of the state 
s consumed, are among the lowest for 
ities of similar size in the United 


The Nebraska affair has had the ef- 
fect of directing the attention of the 
oters in other states to the practical as- 
pects of the Federal plans for the use 
of water power. It is being gradually 


realized that if power is not needed in 
a district, it is a waste of money to pro- 
duce it. Floods in the Southwest have 
put emphasis on the fact that dams 
filled for power production are of no 
use for flood control. When this is 
read in conjunction with the adminis- 
tration’s present intention of codperat- 
ing on a friendly basis with the utilities 
in the eastern manufacturing area, it 
would appear that the more violent 
phase of the political attack on the 
utilities is at least nearing an end. A 
period of compromise may be at hand. 





Science Circus in the Nation’s Capital 
p 


OOKING without heat ... pouring cold light out of bottles 

... controlling radio volume by a wave of the hand... pull- 
ing music out of a neon sign... These were just a few of the 
miracles being unfolded before awe-struck Washingtonians at 
a free open-air circus in the park at 14th street and Pennsyl- 
vania avenue, N. W., on October 27th. 

Charles F. Kettering, General Motors science wizard who 
conceived the .elf-starter and who more than any one man is 
responsible for the refinements of modern autos, is the daddy 
of this show. 

He wanted people to realize the scientific advancement by 
showing them what laboratories are doing. So he sent on 
tour a streamlined circus which unfolds from trailer trucks. 

This is what you see: 


C 


An attendant places a heavy aluminum ring on an electric “induction 
furnace.” The ring leaps several feet. 

He puts his fingers and an iron spike into the furnace. Instead of 
leaping the spike becomes red hot, but his fingers do not even become 
warm. 

He drops an egg into a frying pan, puts the pan on a newspaper, the 
paper on the furnace. The egg fries. The paper is not even scorched. 

He connects a neon sign with a phonograph and the former plays 
music which is picked up by a photoelectric eye which passes it on to 
the audience. Music too loud? The demonstrator holds up his hand 
and the volume dies. 

He mixes the contents of two bottles. There is a sharp flash of light 
without heat which lasts several seconds, then becomes a bluish glow 
which continues several minutes, 

The circus, called the “Parade of Progress,” is a road edition of th 
same show which General Motors had at the Century of Progress in 
Chicago. A crew of fifty-five has rolled it over 200,000 miles of high- 
ways, circling the United States and down into Mexico. 

—Excerrt from The Washington Daily News. 


11 JAN. 5, 1939 














Electricity 


sox 


Comes at Last to 


Richmond Four Corners 


How the people regard this miracle— 
a suggestion to executives and others. 


By RALPH B. COONEY 


RBAN life was becoming a bore. 
1} The city was damply chill 
and thoroughly depressing. So, 
when our friends suggested a few days 
in rural New Hampshire, our minds 
were more than receptive to the idea. 
“We'll write Mrs. Cook and see if 
she can take us,” said our friends. That 
sounded pleasant. We had never been 
in this particular community, and we’d 
never eaten any of Mrs. Cook’s tasty 
country meals. But we had heard a 
lot about them ; summer after summer 
these same acquaintances had been re- 
turning to the city after a few weeks 
with Mrs. Cook looking particularly fit 
and well-fed! 
A few days later the phone rang. 
“All set! We’re going. Mrs. Cook 
says she can hardly wait to see us. 
Wants to show off the electricity!” 
“What ?” 
“Didn’t we tell you, the electricity 
has just come through town. Her letter 
is full of it.” 
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And that’s how we found ourselves, 
a few nights later, driving up the dark 
road that leads from Winchester to 
Richmond Four Corners. To look out 
at either side or backwards was to see 
only blackness. While straight ahead, 
the car’s lights revealed nothing but an 
ever-climbing road, barricaded on 
either side by dense pine woods. As the 
miles of pines rolled by without a 
break, we who were strangers to the 
country began to believe that our 
friends, despite their assured air, must 
be mistaken in the route. It hardly 
seemed possible that human _habita- 
tions—com fortable habitations, at any 
rate — could exist within this all-en- 
compassing forest. 

But unexpectedly the wall of pines 
broke, and with a dip in the road we 
were suddenly among a group of 
houses, sharply identified in the night 
by the lights that shone from nearly 
every window, from door-side fixtures 
and from porch lamps. 
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“Look,” shouted Lou. ‘Electricity !” 
“Do you suppose it’s for us?” I 


Masked. 


“Of course not—they’re just blow- 
ing themselves to a bit of light!” 


E turned in to an unfenced yard 

before one of the houses—one 
lit up a little more, even, than its neigh- 
bors, and as the motor coughed and 
grew still, the door opened and our 
hostess came rushing out to greet us. 

“Hello! Hello! It’s so good to see 
you!” These were her first words. But 
the second sentence, tumbling right af- 
ter, was “Do you see—the electricity’s 
in! Just two weeks ago!” 

It was pretty late, but Mrs. Cook had 
not failed us. Her supper was all that 
our friends had promised. We wolfed 
down our meat and crisply fried pota- 
toes and home-canned corn and 
johnny - bread, grew comfortably 
stuffed on heavily iced cake, and sat 
back over the coffee to exchange city 
and country gossip. 

But question as they might, our 
friends could only momentarily take 
Mrs. Cook’s mind off the one big news 
item of the winter—the coming of the 
electric lines. With genuine excite- 
ment, we were shown the marvelous 
switches that turned first one light on, 
then three, then turned off all. We were 
asked to admire half a dozen new table 
lamps, several new floor lamps, a bridge 
lamp. We were urged to turn on the 
new electric radio and compare the tone 
with that we were able to obtain in the 
city. We were shown the kitchen out- 
lets where the electric iron and toaster 
would be plugged in. We were asked 
about vacuum cleaners and electric ice- 
boxes and washing machines. 

“T just can’t realize that we’ve really 
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got electricity at last,” Mrs. Cook said 
as we finally settled down to a some- 
what calmer contemplation of the 
great change. “And I don’t know how 
we managed to live all these years 
without it. Oh—did I show you the 
way I can light the back entry from 
the kitchen?” 


ND she was off again, eager to 

demonstrate once more the won- 

ders that the fabulous wires had 
brought into her home. 

“What company are you dealing 
with?” I finally inquired. 

“The power company at Keene.” 

“Do you know the name?” 

“Why, darlin’, I just can’t recall— 
it’s the power company at Keene, that’s 
all, I guess.” 

Suddenly there was a pause. 

“Why,” said Mrs. Cook, “here I’ve 
been talking away, and forgetting to 
tell you about the dance tomorrow 
night.” 

“The dance ?” asked one of our com- 
panions. ‘Why, Richmond hasn’t had 
a dance in years.” 

“T know—but this is special. We’re 
giving it as a testimonial to Harold 
Dickinson, and if there’s any money 
left over, we’re giving it to him as a 
present. He’s the one that’s been work- 
ing all these years to bring the elec- 
tricity to the town. Seven years, I 
think it is, he’s been working to get 
electricity here—and all the neighbors 
felt it was such a big thing for the 
town, that we just had to do something 
to let Mr. Dickinson know how we felt 
about it. There will be a supper first, 
and the dance after. I’m baking a pot 
of beans for the supper.” 

“Shall we go?” asked our friends. 

“You bet!” 
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HE next morning we had an op- 

portunity to see what Richmond 
really looked like. It was a town only 
in the strictest New England inter- 
pretation of the word. 

From Mrs. Cook’s front door we 
looked out on four houses and a store; 
from her east window we looked 
across upland farms towards the Fitz- 
william road, marked by a scattered 
group of semi-isolated houses; to the 
north our eyes followed the open road 
to Keene; to the west were the thick 
pines through which we had come the 
night before. 

The town, we discovered, consisted 
mainly of a narrow upland plateau, 
with the Keene road running down the 
middle. A mile or so to the north was 
another little cluster of houses, center- 
ing around the town building and the 
Grange hall. But mostly it was New 
Hampshire countryside, with small 
farms and pasture lots, and many 
square miles of pine woods. Its citi- 
zens followed rural and semirural pur- 
suits; it wasn’t even conspicuously en- 
gaged in the summer-tourist business. 

Richmond, we decided, offered a 
pretty true picture of that old- 
fashioned American countryside which 
is so rapidly disappearing under urban 
influence. 

That night we went to the dance—a 


q 


e 


“THE head of a widespread utility company must think of 
many things—he must be wise in matters of finance, of engi- 
neering, of law. But despite his concern with these intricate 
matters, the great utility leader will never lose touch with the 
essential magic of the force which he directs. Perhaps this 
is one of the things that 1s wrong with the utility picture to- 
day. ... Perhaps too many of our major policy-making 
utility executives have lost touch with the essential magic of 


electricity.” 
JAN. 5, 1939 





PUBLIC UTILITIES FORTNIGHTLY 


14. 





real New England country Grange 
hall. There was nothing pretentious 
about it, nothing self-conscious, noth- 
ing “touristy.” It was a home-town 
affair, put on by the home-town folks to 
honor a home-town man, and outside 
of the four of us from the far-off city, 
everyone in attendance came from 
near-by farms and villages. 

To them the old square dances were 
still vital expressions of social activity, 
They did “Hull’s Victory” and “Lady 
Walpoie’s Reel” and “The Portland 
Fancy” with precision and enthusiasm. 
The old folks sat along the sidelines 
and serenely gossiped; the children 
skipped and slid and chased each other 
over the dance floor ; the men gathered 
for a smoke and a bit of talk about the 
anteroom stove. 


H™® too, was a picture of old- 
fashioned America, a picture 
easy to sentimentalize over, to describe 
as quaint and charming. But when, 
around eleven o’clock, the drum rolled 
and silence fell, and the townsfolk’s 
spokesman began to tell what the party 
was all about, to describe what the 
coming of electricity had meant to the 
community, to voice the town’s grati- 
tude to the man who had made this 
thing possible, one realized that while 


real New England country dance in af 
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a picture of old New England, it was 
actually something much more signifi- 
cant. 

This party represented old-fashioned 
America’s salute to modern America— 
it stood for a fusing of the old ways of 
living with the new. Our expanding 
utility civilization had just conquered 
another little segment of the country- 
side. 

Eventually, opportunity arose to 
meet chis man who had thus won the 
gratitude of his neighbors. From him 
we learned something of the 7-year 
struggle which had eventually brought 
the poles marching down the highway 
from Keene. 

It was a story of unfailing faith and 
patient effort—with circumstances the 
only villain. Twice before the neces- 
sary subscribers had been enrolled, the 
plans made, the work ready to start. 
Twice before circumstances beyond 
the control of either the local utility 
men or the community had toppled the 
dream into the discard. Richmond had 
come close to believing that such a 
rural neighborhood could never know 
the comforts and conveniences of elec- 
tricity, and that it was foolisn to even 
hope for them. But for the third time, 
this one man had rallied the discour- 
aged, silenced the skeptics, and secured 
the necessary signatures. And at last, 
the electric lights were burning bright- 
ly and steadily in the town. 


Ww 









E remained in Richmond for 
four days. During the whole 


time, the one thing that everybody 
talked about was the advent of the elec- 
tricity. The few families who still lived 
beyond the power lines talked about the 








day, now hopefully near, when they, 


ELECTRICITY COMES AT LAST TO RICHMOND FOUR CORNERS 


15 





too, would have the current in their 
homes and sheds and barns. Those al- 
ready receiving service rivaled each 
other in telling us how wonderful it 
was to have the lights in, and all about 
the appliances they planned to buy as 
soon as possible. They showed us 
switches and fixtures with the pride of 
youngsters showing off new toys. 

One thing, however, struck us as 
odd. These were thrifty folk, of a 
stock which had, for generations, 
wrested a living from this none-too- 
generous soil. Yet every night the 
lights went on in a burst of glory all 
through their trim white houses. Sure- 
ly there was something more to this 
extravagance than a mere wish to im- 
press each other and the stray midwin- 
ter traveler. 

The reason, it turned out, rested on 
a display of thrift in reverse English. 
Under the terms of their contracts with 
the utility company, each member of 
the community had agreed to pay a 
minimum of $3.75 a month for the 
period required to amortize the con- 
struction costs. Current consumption 
was credited against this sum, and the 
one fly in the ointment of these con- 
servative country folk was the fear 
that they might not get their money’s 
worth. 

“Of course, I’m not sure,” I ven- 
tured diplomatically, “but it looks to 
me as though some of you folks might 
be overdoing it. Even at a modest rate, 
constant burning of every light in the 
house is eventually going to send your 
bill over the guaranteed payment.” 

“Well, maybe we are overdoing it,” 
replied Mrs. Cook, and for the fraction 
of a second there was a worried look 
in her eye. Then she smiled and went 
on. “But we don’t know it, yet. We'll 
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Rural Demand for Electricity 


<4 Sgro PEOPLE WANT ELECTRICITY. Not passively, as they might 

want the luxuries of life, but eagerly and earnestly. If anything, 

they are oversold on the idea—they, perhaps, expect more from it than 

it can do (within, of course, the budget they can allow for it). Electric 

service stands as the great equalizing force which promises to make 
country living just as comfortable as city living.” 





see how it works out for the first 
month, and if we’re being extravagant, 
we'll cut down quickly enough. And 
we're having all the light we want for 
a month, anyway!” 


HERE was a lift in her voice as she 
made this final statement, and a 
picture of long years of dimly lit rooms, 
of lamps carried gingerly from place 
to place, of dark passages and black 
corners came to my mind. Magic had 
touched this little country community 
and had changed all that—and the in- 
habitants were relishing the miracle to 
the utmost. Later on, all this would 
become ordinary and commonplace. 
The power company would become 
just a firm with which one did business. 
Bills would become subjects for argu- 
ment. Service would be something one 
kicked about when it failed to function 
perfectly. Fuses would become things 
that blew out at the wrong time. 
But now—all was wonder—too 
good to be quite real—and even thrifty 
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Richmond was willing to take a chance | 
on being extravagant—at least until | 
the first month’s bills came through. 

As we roamed the roads and lanes | 
and sat by cozy kitchen stoves talking | 
to the neighbors, as we watched the 
zest ful romp of “The Portland Fancy,” 
as we listened to Harold Dickinson tell 
about his ups and downs in getting the | 
power lines through, I found myself | 
trying to crystallize out of these ex- | 
periences the particular things that I, 
as a modest student of the utilities and 
their ways, had learned about that 
phase of the business which is so neatly 
filed away under the heading of Rural 
Electrification. 

Here they are: 


l Country people want electricity. 
e Not passively, as they might want 
the luxuries of life, but eagerly and 
earnestly. If anything, they are over- 
sold on the idea—they, perhaps, expect 
more from it than it can do (within, 
of course, the budget they can allow 
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for it). Electric service stands as the 
great equalizing force which promises 
to make country living just as comfort- 
able as city living. 


? LEADERSHIP from within is essen- 
e tial in organizing a rural com- 
munity for electric service. Country 
people are still a bit timid in dealing 
with the town. They are still a bit fear- 
ful of being “sold” something. And 
the necessity of signing long-term con- 
tracts with a “town” organization such 
as a utility company is a source of 
genuine worry. A rebuff or anything 
that looks tricky or a failure to reach 
satisfactory agreements leads to wide- 
spread discouragement. 

To sell a rural community on a 
utility set-up, find that man in the lo- 
cality who is both enthusiastic and re- 
spected, and do all your promotion 
work through him. Give him every 
help, but don’t try to dupe him. And 
don’t send your own people in while he 
is working in an effort to speed things 
up. 


Country people think of the 

e utility company in terms of its 
nearest office. I asked a number of 
people in Richmond the same question 
I asked Mrs. Cook—What company 
were they doing business with? In all 
but one or two cases I received the 
same answer that she gave me—“the 
power company at Keene.” 

The lesson in this is obvious, and 
one which this writer has pointed out 
before. Rural communities judge the 
utilities in terms of local management. 
No company seeking rural business can 
afford to disregard this fact. Local 
executives must be men of standing in 
their region, chosen for their under- 


standing of its problems, and clothed 
with sufficient authority to meet them. 


THE private company need not 
© surrender its rural electrification 
program to publicly financed codper- 
atives. Farmers and rural residents 
have no particular desire to get tangled 
up in such projects as those encouraged 
by the Federal Rural Electrification 
Administration. 

During one of the very blue periods, 
when electricity seemed far away, the 
people of Richmond were approached 
by emissaries of the REA. Excite- 
ment quickly flared up, and great en- 
thusiasm was awakened. But when it 
was discovered that it was necessary to 
form a corporation, elect a full set of 
officers, establish a complete plan of 
action, and incur a debt to the Federal 
government, the complications and 
obligations involved were simply too 
great for a small country community 
to shoulder. 


HESE people were not financiers, 

and neither are the majority of the 
other rural residents of the nation. 
They have enough troubles of their 
own. Establishment of fair bases for 
doing business by the private utilities 
and intelligent codperation with com- 
munity leaders by the private utility 
executives can keep this business in the 
hands of the companies already serving 
the territories affected. 

I think that these were four good 
things to learn, and I was intensely in- 
terested in discovering them. But my 
little visit to Richmond Four Corners 
taught me something far more im- 
portant than all of them put together. 
And I have since wondered if it might 
not have taught the same thing to some 
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of our great utility executives if they 
had also been there at the same time 
I was. 

I learned that electricity is a won- 
derful thing! 

We who live in cities, and ride elec- 
trically powered subways, and go up 
and down in electrically operated ele- 
vators, and press electric buttons forty 
times a day without giving it a thought, 
forget this sirxple fact. But the men 
who direct the destinies of the great 
systems that make these performances 
possible should never let themselves 
forget it. 

The head of a widespread utility 
company must think of many things— 
he must be wise in matters of finance, 


of engineering, of law. But despite his 
concern with these intricate matters, 
the great utility leader will never lose 
touch with the essential magic of the 
force which he directs. 

Perhaps this is one of the things that 
is wrong with the utility picture today 
—and I’m not trying to be whimsical. 
Perhaps too many of our major policy- 
making utility executives have lost 
touch with the essential magic of elec- 
tricity. 

Perhaps a little more feeling for the 
miracle and a little less concern for the 
machinery which keeps it operating 
would give them that human touch 
which, in the eyes of the ordinary man, 
seems so often to be lacking. 





The “L” Clatter Is Ended but the Melody 


Lingers On 


“A 


RAPID transit road is assumed to have outlived its use- 
fulness and outstayed its welcome when it gets to be 


sixty years old. But millions of New Yorkers every day use 
the Brooklyn bridge, which is only five years younger than 
the Sixth Avenue ‘L’ and which will continue to be a thing 
of beauty and utility for generations. The people of New York 
go to hear music in the Metropolitan Opera House, which is 
only five years younger than the Sixth Avenue ‘L’, and in 
Carnegie Hall which is getting on to fifty. In the mad glad 
days of ten years ago when we were tearing down pretty good 
structures and replacing them with structures ten times as 
big and as expensive, because the money burned in our pock- 
ets, Carnegie Hall and the Opera House were both threatened. 
It now seems certain that they will go on for a good many 
years...” 

—Excerpt from editorial, The New York Times. 
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Can Value Be Determined 


Avs 


By a Slide-rule Method? 


It can be so arrived at, in the opinion of the author, 

by weighing investment cost in the ratio of bonded 

capital and reproduction cost in the ratio of stock 
interest. 


By TULLY NETTLETON 
q ia igh may be in ill favor or 


in high repute, according to what 

section of the public utility field 
one consults, but I believe there would 
be ready agreement that some kind of 
a slide rule for arriving quickly at ac- 
ceptable valuations for utility rate- 
making purposes would be very desir- 
able. 

The decision of the United States 
Supreme Court in the case of the Rail- 
road Commission of California v. 
Pacific Gas and Electric Co. gave a 
strong implication that the court is 
now disposed to allow quite a little ex- 
perimentation and improvisation by 
commissions in methods of determin- 
ing fair value so long as the result they 
reach in terms of rate orders is not in 
itself confiscatory. Besides _ this, 
changes in the personnel of courts in- 
creases the likelihood of some decision 
favoring more than hitherto the “pru- 
dent investment” valuation theory 


which President Roosevelt has tena- 
ciously espoused. Yet the per curiam 
opinion in the Indianapolis Water Co. 
Case, the same day as the Pacific Gas 
decision, indicated the court is not giv- 
ing up entirely the factor of reproduc- 
tion cost where price levels have 
changed. 

In fact, great as are the advantages 
of definiteness which have endeared 
the historical cost or prudent invest- 
ment theory to a great number of state 
and national regulatory commissions, 
it is questionable whether reproduction 
cost can with fairness be entirely dis- 
regarded so long as the general price 
levels make the wide fluctuations they 
do over periods of from ten to fifty 
years. 

A persuasive case can be made—and 
has been made—for either of the 
theories of valuation ; that is to say, the 
prudent investment or the present value 
rate base. 
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= I think it is demonstrable that 
under actual working conditions 
either basis alone—present value or 
investment cost—would turn out op- 
pressively after a time for either the 
industry or the public, and there is not 
much telling which. On a rising price 
level present value, especially if meas- 
ured by reproduction cost, works to the 
advantage of the companies and invest- 
ment cost looks better to counsel for 
the consumers. 

On a falling price level the positions 
will be reversed. 

The respective theories have once 
changed hands since their inception in 
the late Nineteenth Century, and to the 
scanner of price level charts it looks as 
if they might reasonably do so again in 
another decade. If the usual long-term 
trend of successively lower prices for 
forty years after a major war should 
be borne out between now and 1960, it 
would turn out that the arguments 
today are in the wrong hands for the 
future benefit of their users—in other 
words, that the companies will have 
been seeking a precedent against them- 
selves in their demands for present 
value appraisals, and that the heirs of 
the Roosevelt administration will find 
the prudent investment theory militat- 
ing against the interests of the con- 
sumers whom it seeks to befriend. So 
long as there continue swings of the 
business cycle and the still longer 
swings in the general price level or the 
purchasing power of the dollar, there 
will be need for some sort of a com- 
promise between historical cost and 
present value, some way of composing 
the difference between the original cost 
of the plant at the time of its construc- 
tion and the value of such a plant 
today. 
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O F course, the great difficulty about 

using reproduction cost figures as 
a factor in determining present value is 
the well-known drawback of expensive 
appraisals and long delays in the 
process of determining even approxi- 
mately what a given plant would cost 
to reproduce new. If present methods 
of haggling over inventories, item by 
item, and theorizing about conditions 
that did not exist at the outset con- 
tinue, then reproduction cost will be 
impossible of satisfactory calculation 
for practical purposes. But there is 
another method apparently available 
which competent experts believe can 
more than cut in half the time and cost 
involved. 

This method is the use of index 
numbers. There is a common mis- 
impression that the Supreme Court in 
West wv. Chesapeake & Potomac 


Telephone Co. disapproved of at- 


tempted calculation of reproduction 
cost by application of index figures. It 
did refuse to accept the employment 
for this purpose of general commodity 
or cost of living indices, which included 
some hundreds of items from pork 
chops to underwear, and their appli- 
cation to the particular collection of 
assets which constitute a utility plant. 
But the court left the way open—in 
fact almost threw out an invitation to | 
commissions—to find or develop price 
indices as to the specific commodities 
entering into utility construction and § 
equipment and to apply these in a 
quicker calculation of probable present- 
day reproduction cost. In the Ohio 
Bell Telephone Case the commission 
used indexes more directly applicable 
but made the mistake of merely taking 
“judicial notice” of these instead of 
having them introduced in evidence 
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CAN VALUE BE DETERMINED BY A SLIDE-RULE METHOD? 


where there would be fair opportunity 
for the company to examine, criticize, 
and rebut them. 


BC Gene: is good reason to believe 
that if price indices are developed 
specifically applicable to the materials 
that go into making up a utility plant, 
the Supreme Court will not only ap- 
prove but will welcome their use. Such 
indices have been worked out in great 
detail by the valuation division of the 
Interstate Commerce Commission 
with reference to railroads, and its files 
include data on many other kinds of 
construction as well. The Federal 
Power Commission and Federal Com- 
munications Commission could use- 
fully work out similar indices as to 
other costs entering more particularly 
into local electric and telephone con- 
struction, and these could be made 
available to state commissions as from 
a central clearing house. 

This presupposes, of course, that 
state commissions will adopt the prac- 
tice, already found desirable and eco- 
nomical in the long run, of keeping 
continuous inventories of systems 
under their jurisdiction. With these 
implements commissions should be able 
to determine much more quickly than 
heretofore the reproduction cost factor 
in determining present value that 
would meet the tests of justice. 


q 


But, assuming this can be done, there 
remains yet another major difficulty— 
that of determining what relative 
weight shall be given to reproduction 
cost and what importance to historical 
cost in arriving at that “fair value” 
which the Supreme Court has held 
must be made up of these and perhaps 
other components. 


we criteria prescribed in Smyth v. 

Ames, and other early cases, have 
largely been discarded as fallacious or 
unnecessary, leaving the “fair value” 
as substantially some sort of compro- 
mise between original cost and replace- 
ment cost. But the court has not in any 
of the many cases on the subject stated 
or approved any fixed or knowable pro- 
portion in which the two valuation 
figures, historical cost (or actual cost) 
and reproduction cost, are to be com- 
pounded in reaching “fair value.” 

In McCardle v. Indianapolis Water 
Co., the court said the rule “does not 
mean that original cost or the present 
cost or some figure arbitrarily chosen 
between these two is to be taken as the 
measure,” but that the weight given to 
these and other items of evidence is 
“to be determined in the light of the 
facts of the case in hand.” 

Some commissions for a time took 
the formula to be that they should 
simply split the difference between the 
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“THERE 1s good reason to believe that if price indices are 
developed specifically applicable to the materials that go into 
making up a utility plant, the Supreme Court will not only 


approve but will welcome their use. Such indices have been 
worked out in great detail by the valuation division of the 
Interstate Commerce Commission with reference to rail- 
roads, and its files include data on many other kinds of con- 


struction as well.” 


21 
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two measures of value; but estimates 
made in this manner of an ordinary un- 
weighted average were often thrown 
back at them by the court, which had 
merely said both factors must be taken 
into consideration. Then the practice 
arose in some boards of admitting 
testimony on reproduction cost and 
saying it had been “taken into ac- 
count” and then fixing a valuation 
which for all practical purposes might 
as well have been historical cost with a 
small addition for “going concern” 
value. 


M° of the prolonged litigation 
that has often tied up and some- 
times practically stifled regulation has 
gone back and forth through the courts 
on this question of what comparative 
importance should be given to the two 
factors in the eventual estimate. One 


informal survey recently indicated that 
thirteen state commissions were giving 
predominant weight to replacement 
cost, seven to historical cost or prudent 


investment, four considered them 
equally, and six decided each case inde- 
pendently. Such variation is hardly 
conducive to good regulation. 

Justice Brandeis in his famed con- 
currence in the Southwestern Bell Tele- 
phone Case set forth that a prudent in- 
vestment rate base would have the 
great merits of being “definite, stable, 
and readily ascertainable,” would be 
determined not as a matter of opinion 
or fluctuating markets but as a fixed 
fact. He defined prudent investment as 
including all of the investment that had 
been made in the honest exercise of a 
reasonable judgment. This, he be- 
lieved, would “give to capital embarked 
in public utilities the protection guaran- 
teed by the Constitution.” Conserva- 
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tive members of the court since have 
pointed, however, to the declaration in 
the Minnesota Rate Cases of 1913 
that, “The property is held in private 
ownership, and it is the property, and 
not the original cost of it, of which the 
owner may not be deprived without due 
process of law.” 


Sot analysis of these two proposi- 

tions and of the two kinds of capi- 
tal customarily employed in financing 
public utilities will bring us, I think, to 
a further but relatively simple refine- | 
ment of the Smyth v. Ames rule and to 
one I should like to submit as a fair, 
logical, and workable compromise. 

To begin with, the lower or basal | 
portion of the capital structure of al- 
most any public utility company is | 
made up of fixed-income-bearing se- 
curities or bonds which are in the na- 
ture of loans to the company and whose 
holders have no voice in the affairs or 
management of the company short of 
foreclosure. These creditors have no 
ownership equity in the property; in a 
sense they have not invested in the 
property ; they have merely taken it as 
security or collateral for their loan. 
They certainly are not speculators, or 
at least in the normal course have not 
intended to be. They have wanted 
simply a fixed and assured return on 
their money, and that is all the com- 
pany is obligated to give them. 

Then there is in the ordinary capital 
structure the common and preferred 
stock interest, the equity of investors 
or speculators in the legitimate sense of 
the word—entrepreneurs, if you pre- 
fer. They have chosen to take the risks 
of the corporation. In them is vested 
the ownership and, let us hope, control 
of the property. It is they, if anyone, 





CAN VALUE BE DETERMINED BY A SLIDE-RULE METHOD? 





Reproduction Cost As Factor 


“... the great difficulty about using reproduction cost figures as a 
factor in determining present value is the well-known drawback of 
expensive appraisals and long delays in the process of determining 
even approximately what a given plant would cost to reproduce new. 
If present methods of haggling over inventories, item by item, and 
theorizing about conditions that did not exist at the outset continue, 
then reproduction cost will be impossible of satisfactory calculation 
for practical purposes.” 





who have a right in the corporation to 
returns on any increment in the value 
of the property or a responsibility to 
take the brunt of any shrinkage in its 
value. 


S° would it not be reasonable for 

some commission to adopt and the 
courts to approve a rule by which the 
investment cost would be considered in 
the ratio which bonds hold to the total 
capitalization of a company, and repro- 
duction cost would be considered in the 
proportion of the capital stock interest 
in which dividends are expressly con- 
tingent on earnings? 

For example, let us imagine a corpo- 
ration whose plant and system cost 
historically, including additions and 
betterments but less depreciation, $40,- 
000,000. Let us suppose then for pur- 
poses of the illustration that its cost of 
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reproduction, to replace it as it stands, 
would now be $60,000,000. If we as- 
sume first that the capital structure, 
whatever it may be, is divided equally 
between stocks and bonds, then the 
“fair value” for rate-making purposes 
would be, by the suggested rule, a sim- 
ple average of $50,000,000 or a split- 
ting of the difference between the 
computations made on the two theories. 

However, if we assume that this 
company is more heavily bonded—say, 
that 75 per cent of its capitalization is 
in securities bearing a fixed income 
charge regardless of earnings and that 
only 25 per cent is a stock or equity in- 
terest—then under the proposal his- 
torical or investment cost would have 
the predominant weight, being counted 
three to one over reproduction cost, 
and the ultimate rate base valuation 
would be nearer the original cost; that 


JAN. 5, 1939 





PUBLIC UTILITIES FORTNIGHTLY 


is, it would be $45,000,000. In behalf 
of this result it may be pointed out that 
there is no good reason why holders of 
a small equity should be able to collect 
pyramided returns on the reproduction 
cost value of that part of the property 
built with money from investors who, 
by the type of their securities, cannot 
profit by changes in the price level or 
the current value. 


N the other hand, in a different era 
the cost of replacement might fall 
to a point far below the original cost. 
Then if a company had three-fourths 
of its outstanding capital in bonds and 
only one-fourth in stocks, it would be 
a matter of protection to the company 
and to its bondholders if it were under- 
stood that historical or actual cost 
should predominate to that degree in 
determining rate base value. Historical 
cost then being the higher of the two, 
the corporation would be better enabled 
to earn its fixed charges. 

Now to round out the example let 
us return to the hypothetical company 
of $40,000,000 historical cost and 
$60,000,000 replacement value, and let 
us assume this time that its bonded in- 
debtedness is low—say only 25 per 
cent—and that three-fourths of its 
securities are held in the form of com- 
mon and preferred stocks. It will be 
noted that preferred stocks for this 
purpose are counted in the same cate- 
gory with common; since in either 
event the liability is not in the nature of 
a loan, a fixed charge against the prop- 
erty regardless of earnings, but is a 
security entitled to dividends only as 
earned and enjoying an enhanced rate 
of return by way of participation in 
the profits or risks of property owner- 
ship. In this case the calculated rate 
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base will be influenced three to one by 
reproduction cost, or will figure out at 
$55,000,000. Again, if the tables were 
turned and reproduction cost happened 
to be below original cost, the valuation 
would follow the greater flexibility and 
capability of this capital structure to 
absorb shrinkage or enhancement in 
the value of its property. 


ae be sure, there might be diffi- 
culties of definition as to whether 
certain preferred stocks or income 
bonds belonged in one classification or 
the other, but these surely would be 
surmountable with no more perplexity 
than regulatory officials are accustomed 
to encounter on many points. 

It will doubtless be asked what I 
would do in the case of some utilities 
whose capitalization is entirely in the 
form of stocks, with no bonded debt. 
I would follow the rule and give repro- 
duction cost the controlling weight in 
valuation. If the rule became of gen- 
eral use, perhaps some companies 
would adjust their capital structures 
depending upon which criterion they 
wished more largely to be judged by. 
The policy would permit the manage- 
ments and security holders of corpo- 
rations to determine to what extent 
they wished to risk the gains and losses 
of fluctuating cost bases and to what 
extent they preferred to stick to a dol- 
lar investment valuation for rate mak- 
ing. 

The most knotty problems, I antici- 
pate, would arise in connection with 
companies that have been badly over- 
capitalized or loaded with bonded debt 
so that after a period of adversity it 
would be questionable whether the 
stocks represented any genuine and 
substantial equity at all. Here it may 
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be necessary to ignore par values or 
scale them down so far as the purposes 
in hand are concerned, and to arrive at 
a conclusion by the exercise of judg- 
ment. But if so, this will have nar- 
rowed down the play of personal judg- 
ment from the whole field to a small 
segment of it and will have substituted 
mathematics for guesswork in the rest. 
























iff I short, a weighting of reproduction 
her cost and original or historical cost 
es figures, according to some reasonable 
yoy and knowable proportion, applicable to 
be the range of cases involved, would sup- 
a! ply what is badly needed now; namely, 
aed a rationale for arriving at that “fair 
value” which the courts require after 
j I reproduction cost and historical cost 
— have been found. It seems to me that 
he an average weighted according to the 
ht. respective proportions of loan-type in- 
rai vestment and of equity holdings would 
™ be reasonable, defensible, time saving, 
si and beneficial. 
ve It would mean determining the 
ve weight of the figures “in the light of 
y the facts of the case in hand.” (Mc- 
y- Cardle v. Indianapolis Water Co.) It 
é would enable a commission to give defi- 
nite and logical proportions to the im- 





portance of original cost and replace- 
ment cost, which it is unable to do at 
present though ordered vaguely to take 
both into account. If the suggested 
rule were once adopted—of weighting 
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q “HISTORICAL or prudent investment cost may not always be 





BY A SLIDE-RULE METHOD? 


investment cost according to bonded 
capital and reproduction cost according 
to stock ownership—I believe it would 
save much loss of time in litigation and 
help make regulation more workable. 


O F course it is to be noted that some 
of the more advanced theorists on 
the subject, such as Professor Philip 
Cabot and Professor C. O. Ruggles of 
the Harvard Business School, are 
recommending that the whole business 
of valuation be short-circuited or side- 
tracked. They hold, as I understand it, 
that management and the public should 
simply get together in pursuit of the 
rates that will make for the optimum 
profitable use of utility service, and 
that this will benefit both consumer and 
company regardless of investment, 
valuation, or rate base. The committee 
on valuation of the National Associ- 
ation of Railroad and Utilities Com- 
missioners noted in its report last year 
that, “Some state commissions have 
met with considerable success in get- 
ting rate readjustments by conference 
methods.” 

The example of Samuel Ferguson 
of the Hartford (Conn.) Electric 
Light Company in making money by 
promotional rate reductions offers an 
encouraging lead, and the oft-recom- 
mended Washington Plan provides a 
mechanism of inducement to seek 
profits by increased efficiency under 


a fair measure of value. Reproduction cost may, under pres- 
ent processes, be much too difficult to determine. But a pre- 
scribed combination of the two which would be fair and at 
the same time readily ascertainable would remove an ancient 
stumblingblock of vagueness from the judicial requirement.” 
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successively lower rates. That is, under 
a consent decree handed down in 1924 
and modified since, the public utilities 
commission of the District of Colum- 
bia is authorized each year to reduce 
electric rates according to a specified 
proportion of whatever profit the 
Potomac Electric Power Company 
makes above 6$ per cent. 


| ald the significant fact about the 
Washington Plan, so far as apply- 
ing it elsewhere is concerned, is that it 
is made possible by the existence of an 
agreed rate base as a starting point. 
This was fixed at $32,500,000 in the 
original decree and has been increased 
each year by the amount of additions 
and betterments less equipment retired. 
On that basis the rate of yield can be 
calculated and the profit-sharing scale 
applied. 

In some localities the happy coinci- 
dence may be found of a utility 
management sufficiently progressive 
and a regulatory board sufficiently 
reasonable that they can get together 
on mutually advantageous rates with- 
out abracadabra about rate base. 
Where that is so—fine! But a little 
recalcitrance on either side can send 
both marching off to the courts to pin 
down, as well as may be, the value on 
which a return is to be allowed. 

Possibly some day we shall get away 
from the bothersome necessity of cal- 


culating a rate base. But if so, it looks 
as if we are more likely to reach that 
bonny stage by first working the matter 
of rate base down to a formula that 
will eliminate nine-tenths of the pres- 
ent latitude for argument, guesswork, 
supposition, and difference of opinion. 
When we can evolve a rate-base rule 
that is quick enough and positive 
enough to minimize litigation, we will 
have a rate base that can really be used. 


| ineeron or prudent investment 
cost may not always be a fair 
measure of value. Reproduction cost 
may, under present processes, be much 
too difficult to determine. But a pre- 
scribed combination of the two which 
would be fair and at the same time 
readily ascertainable would remove an 
ancient stumblingblock of vagueness 
from the judicial requirement. 

Hence I wish to urge consideration 
of the following “slide rule” for rate- 
base calculation: (a) That reproduc- 
tion cost be calculated by means of in- 
dex numbers applied to existing inven- 
tories, and (b) that investment or his- 
torical cost be weighed in the ratio of 
bonded capital, and reproduction cost 
be weighed in the ratio of stock interest 
in arriving at ultimate valuation. This, 
I submit, would make rate-base finding 
more simple and definite and would 
make utility regulation in general more 
workable. 





Gadabout Gab-plant 


Tt. be used as a small temporary exchange in an emergency, 
such as the breakdown of the regular plant serving the 
rural districts, a mobile automatic telephone exchange has just 
been developed in England. It is equipped to serve about forty 
subscribers and to operate from its own power plant. It 1s 
housed in a water-proof body mounted on a trailer. 
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Wire and Wireless 
Communication 


HE FCC is prepared to get its first 

taste of congressional inquisition on 
a small and informal scale when Chair- 
man Woodrum of the Subcommittee of 
the Appropriations Committee of the 
House of Representatives finally holds 
the hearings on the FCC appropriation 
for the 1939-40 fiscal year. These hear- 
ings were originally scheduled for early 
in December when the subcommittee dis- 
posed of other departmental budget esti- 
mates according to the usual routine, 
which is to get such matters out of the 
way in time for submission of a com- 
pleted appropriations bill early in the 
congressional session. 

Washington observers, remembering 
that the FCC spokesmen before the 
House subcommittee have been sharply 
examined during the last three years, 
were quick to interpret the unusual ac- 
tion of the subcommittee chairman as be- 
traying a determination on the part of 
congressional critics to give the FCC 
representative (who is likely to be Chair- 
man McNinch) a good “going over.” 
FCC officials, unofficially speaking, were 
not inclined to place such a construction 
upon Chairman Woodrum’s action, but 
merely pointed to the fact that the FCC 
is seeking to increase its budget from 
$1,700,000 to $2,300,000 for the coming 
fiscal year as a reasonable basis for more 
careful study of the commission’s needs 
by the subcommittee. 

Chairman Woodrum refused to com- 
ment one way or the other except to say 
that the delay was caused by the desire 
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of most members of the committee to be 
present, which served to confirm the im- 
pression of those who guessed that some 
Representatives want an opportunity to 
call Chairman McNinch on the carpet. 
No date was set for the deferred hearing, 
but, inasmuch as the delay automatically 
defers completion of the appropriations 
bill itself, there was even some danger 
that the committee was “stalling” the 
FCC until its appropriation would be- 
come ensnarled with possible efforts at 
the next session to reorganize the basic 
commission set-up. 

When the hearings are held, however, 
and if Chairman McNinch is sent up to 
the committee to represent the FCC (as 
seems to be expected), the chairman can 
expect a fairly warm session. The Con- 
gressmen are not likely to miss such an 
opportunity to question him about the 
recent “purge” within the FCC which 
ousted, among others, two staff officials 
with Civil Service rating. The continued 
conflict within the commission, the va- 
rious radio broadcasting incidents, and 
the progress and conduct of the com- 
mission on its special telephone investi- 
gation are also likely to draw some fire. 
These hearings are usually held in execu- 
tive session, but the transcript is made 
public when the completed appropria- 
tions bill is presented to Congress. 

eee 


VER at the FCC itself, the reorgani- 
O zation steps of Chairman McNinch 
are continuing. Now that the former 
examining division has been abolished, 
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the legal staff, which will assume most of 
the duties of the defunct division, has 
been considerably revamped. To assist 
the new Acting General Counsel William 
J. Dempsey, the commission appointed 
William C. Koplovitz, his old legal team 
mate on the PWA power division and 
later on the legal staff of the Federal 
Power Commission. Like Dempsey, Mr. 
Koplovitz is a remarkably young man 
for the irmfportant position he holds; he 
will not celebrate his thirtieth birthday 
until next May. 

The FCC legal staff has been divided 
into two sections, a broadcasting division 
functioning under Assistant General 
Counsel George B. Porter, and a com- 
mon carrier division (telephone and 
telegraph) functioning under Assistant 
General Counsel James A. Kennedy. In 
addition, there will be a special division 
for litigation and administration func- 
tioning under Mr. Koplovitz. 

* * *K * 

SIDE from the progress on its radio 
monopoly investigation, the FCC 
handed down during the month of 
December four decisions of special in- 
terest to the telephone and telegraph in- 
dustry. Probably the most important of 
these, from the standpoint of policy, was 
the commission’s refusal on December 
20th to grant the city of Seattle a permit 
to construct a ship-to-shore radio-tele- 
phone station to serve coastal harbor 
points near Seattle and adjacent Cana- 
dian waters. Such service would have 
been in competition with existing facili- 
ties privately operated. Commissioner 
Walker’s dissent revealed that member’s 
continued critical attitude towards the 
private telephone industry, in view of the 
fact that the commission’s action was 
otherwise unanimous, except for Com- 
missioner Payne who did not participate. 

Grounds for the majority decision in 
the Seattle case were: 

1. The operation of this station on the 
proposed frequency would create object- 
tionable delay and interference in the 
operation of existing ship stations li- 
censed by this commission as well as to 
ship stations licensed by the Canadian 
government, which stations have a prior 


JAN. 5, 1939 28 


right to the use of the frequency in ques- 
tion. 

2. The application is not consistent 
with the commission’s rules and regu- 
lations or established policy, and no 
justification has been shown for a modi- 
fication thereof. 

3. Applicant has failed to conclusively 
demonstrate that effective service would 
be rendered to the public by the proposed 
station. 

4. Existing radio-telephone facilities 
have not been shown to be inadequate. 

5. Applicant has failed to show a sub- 
stantial public need for the proposed 
service. The rates tentatively proposed, 
although slightly lower for some service, 
are without controlling significance 
when viewed from the standpoint of the 
rates and service to the area as a whole. 

6. Public interest, convenience, or 
necessity would not be served by the 
granting of the application. 

Commissioner Walker dissented, em- 
phasizing that the applicant was a mu- 
nicipality and shipping one of its major 
industries. Citing situations in which the 
Federal government ‘.as given preferen- 
tial treatment to public agencies, he took 
the view that substantial public need had 
been shown, that such competition as 
would be involved would be in keeping 
with the spirit and purpose of the Com- 
munications Act, and that there was a 
possibility that a different frequency 
from that applied for might be made 
available. Accordingly, he felt the appli- 
cation should be denied without preju- 
dice to the right of the applicant to apply 
for some other frequency. 


O* December 12th the commission 
granted the Southwestern Bell 
Telephone Company authority to acquire 
and operate toll lines of the United Tele- 
phone Company of Kansas. These toll 
lines, 21 in number, were acquired for 
use in interstate commerce and were so 
certified by the commission. 

On December 5th the FCC authorized 
the same Southwestern Bell Telephone 
Company to add one cross arm and six 
wires to its Texas pole lines between 
Dallas and San Antonio and between 











Dallas and Houston. This was a juris- 
lictional case involving a construction of 
5214(a) of the Federal Communications 
Act, and attracted the appearance of the 
ational Association of Railroad and 
tilities Commissioners. 

The telephone company conceded that 
h certain amount of interstate toll traffic 
ould be routed over the new facilities 
but argued that because the predominant 
se would be in intrastate commerce and 
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‘ilities Mbecause the new facilities would merely 
ate, ‘supplement existing facilities,” and be- 
2 sub- Mcause the lines and all terminals thereof 
posed were physically in intrastate commerce, 
osed, [the FCC had no jurisdiction over such 
rvice, construction. 
cance The National Association of Railroad 
f the Mand Utilities Commissioners took a 
rhole, similar position. But the FCC decided 
>, or that, in view of the fact that the lines 
- the Mwould admittedly handle an undeter- 
mined amount of interstate traffic, Fed- 
em- eral jurisdiction was warranted. The ac- 
mu- [§tion of the FCC in this case was merely 
ajor to authorize by confirmation facilities al- 
1the @ ready actually constructed. 
ren- Also on December 5th, the FCC ruled 
took # that the Mackay Radio & Telegraph 
had (Company may not extend its telegraph 
1 as [Service into territory not heretofore 
ning ff served by it by the device of leasing a 
om- (telegraph circuit from another carrier 
is a @ without first securing a certificate of ap- 
ney proval from the FCC. This was also an 
ade § interpretation of §214 of the Communi- 
pli- cations Act. 
ju- * * * x 
ply | aie genee that the promotion of 
; J rural electrification may have some 
effect on rural telephony was seen in a 
ion recent discussion of the North Carolina 
ell Rural Electrification Authority to deter- 
ire mine the possibility of a survey on rural 
le- telephony in the Tarheel state. The dis- 
oll cussion was held in Raleigh, N. C., on 
or December 15th in an effort to decide 
so whether there is a demand for a rural 
telephone promotion program similar to 
ad tural electrification work already en- 
ne gaged in by that agency. 





Dudley Bagley, authority chairman, 
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n said the 1939 general assembly might be 
n asked to provide an appropriation for an 
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engineer to make a statewide study. Ifa 
demand is found for a rural telephone 
program, he said, the 1941 general 
assembly might be asked to make an ap- 
propriation for it. 

The North Carolina state grange has 
asked the authority to inaugurate such 


a program. 


es 


HE United States Independent 

Telephone Association is still un- 
decided whether to fight the recent ruling 
of the Wage-Hour Administration that 
local independent telephone exchanges 
are subject to the Fair Labor Standards 
Act of 1938, in the courts or in Congress. 
But it is apparently resolved to fight and 
has not backed up one inch from its 
previous position that §13(a) (2) of the 
act, which exempts “service establish- 
ments,” should be applied in favor of 
local independent telephone exchanges 
whose business is predominantly intra- 
state. In a letter sent to its member com- 
panies on December 12th, the United 
States Association stated: 

The desire to pay wages comparable with 
other industries and to provide working 
conditions equal to those of other industries 
is just as inherent with the independent tele- 
phone industry as with others, but working 
conditions in the small telephone exchanges 
are so different from those in most com- 
mercial or industrial organizations that the 
United States Independent Telephone As- 
sociation feels justified in claiming recogni- 
tion for these differences in occupation. 

It is believed that the Wage-Hour Ad- 
ministration recognizes the plight of the 
small independent telephone exchanges. This 
being so, it is expected that the proposed 
conference between the administrator and 
representatives of the association will find 
a way to eliminate any doubt of their being 
subject to the act. 

The association’s letter went on to sug- 
gest that small exchanges operated under 
contract or agency agreements, if defi- 
nitely held subject to the Wage-Hour 
Act, should have the benefit of con- 
sideration for the actual time consumed 
in operation of such exchanges. The 
association’s letter advised its member 
companies : 

(1) The management of every exchange 
should compute the time which the operator 
actually works at the switchboard. In com- 
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puting wages, due consideration should be 
made for rent, light, heat, etc., if properly 
part of the operator’s compensation. 

(2) It would advise the securing of rate 
increases which in the majority of the cases 
of small companies have long been needed. 

(3) It recommends compliance with the 
25-cent-per-hour, 44-hour-per-week provi- 
sions of the Wage-Hour Act on the part of 
all companies that find themselves financially 
able to do so. 


_ first step presumably would be 
an attempt by the association 
through conference with Wage-Hour 
officials to obtain a reversal or at least a 
modification of the jurisdictional ruling 
indicated in the report of the Wage- 
Hour Administration’s general counsel, 
released December 7th. Failing this, the 
association’s letter to its membership 
hinted that there was a strong possibility 
of a “legal test.” 

However, the association’s letter went 
on to say that it was also possible, with 
the assistance of member companies and 
owners of small exchanges, to secure an 
amendment to the act by the new Con- 
gress. It pointed out that weekly and 
semiweekly newspapers of less than 3,- 
000 subscribers are now expressly 
exempt from application of the act and 
added that telephone companies with less 
than 3,000 subscribers should also be 
exempt. 

Because of the broad implications aris- 
ing out of the Supreme Court’s decision 
in the recent Consolidated Edison Case, 
it was believed the association would 
have a better chance with Congress than 
with the courts. Although the Consoli- 
dated Edison Case involved an interpre- 
tation of the jurisdiction of the powers 
of the NLRB rather than those of the 
Wage-Hour Administration, legal ob- 
servers were generally disposed to see in 
the court’s opinion the likelihood that 
Federal authority to regulate labor 
standards of local utilities would, in the 
final analysis, be held just as extensive as 
the Federal authority to regulate labor 


relations of such utilities. 
* * * * 


le pays sometimes to have your name 
begin with one of the first letters of 
the alphabet instead of the latter letters. 
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At any rate, so thought thousands of 
Ohio telephone subscribers with names 
beginning with “A,” “B,” and “C,” who 
received refund checks from the Ohio 
Bell Telephone Company in time to do 
their recent Christmas shopping, while 
their neighbors with such names a; 
Walker, White, Young, and Zimmerman 
went walking around with long faces. 

This inequity will come out all right 
in the end, of course, but the initial dis- 
bursement of checks to the ABC folks 
was the only feasible way the Ohio Bell 
Telephone Company could think of to 
start its distribution of some $7,500,000 
refund which will be made out of excess 
telephone rate collections between 
March, 1926, and December, 1931. The 
refunds grew out of the recent settle- 
ment of the long-standing rate contro- 
versy between the company and the Ohio 
Public Utilities Commission. 

The company’s principal difficulty in 
handling such a colossal refund is in 
locating subscribers who took service be- 
tween the periods covered by the refund 
and who have since changed their resi- 
dence one or more times. There is also 
the understandable difficulty of certify- 
ing claims even after subscribers have 
been located. Subscribers whose names 
begin with “D” and farther down the 
alphabet will be notified when they 
should make application. 

:* * © 


N December 21st, the A. T. & T. 

filed a supplemental brief replying 
to the so-called Walker Report on the 
FCC special telephone investigation. The 
supplement (an addition to the regular 
Bell reply brief filed on December 5th) 
was generally limited to alleged misstate- 
ments and errors in the Walker Report 
which were outside of the scope of its 
own conclusions and recommendations. 
The regular Bell brief replied to that por- 
tion of the Walker Report which directly 
related to its conclusions and recommen- 
dations. Both documents were highly 
critical of the Walker Report, which was 
charged with unfairness, inaccuracy, and 
inadequacy. In addition, the supplemen- 
tal brief contained a special chapter on 
Bell “noncommunications activities.” 





Financial News 


and 
Comment 


By OWEN ELY 


lectric Output to Gain At Least 
38 Per Cent in Coming Decade 


N a recent article in Barron’s, “Fu- 

ture Market for Utilities,’ John B. 
Weed estimates a 38 per cent gain in 
electric output during the coming dec- 
ade, with a possible maximum increase 
of 54 per cent. Mr. Weed argues that 
while gains in recent years averaged well 
above the 7.3 per cent annual growth 
which would be necessary to double 
power output by 1947, these gains rep- 
resented recovery from the depression 
and cannot be expected to continue. 
While domestic consumption increased 
130 per cent in the decade ended 1937, 
one-third of this was due to electric re- 
frigerator use, which gained seventeen- 
fold; and nearly one-sixth more was ac- 
counted for by the radio. Excluding 
these important items, the net increase 
would have been only 67 per cent. While 


electric ranges and water heaters, both 
heavy consumers, now have a promising 
future, both are expensive to operate 
except in extremely low-rate regions, 
and hence growth from this source may 
not be of great importance. 

In arriving at his 1947 estimate of 
domestic consumption, Mr. Weed as- 
sumes an annual gain during the coming 
decade equal to that in 1937, but limited 
to 100 per cent “saturation” of wired 
homes, and arrives at a possible (but not 
probable) 10-year gain of 87 per cent. 
(See the accompanying table prepared 
from data in Barron’s.) New and more 
efficient lighting methods and more effi- 
cient appliances will, he thinks, reduce 
kilowatt-hour consumption, while many 
families will never be able to afford the 
luxury of electric refrigerators. Opera- 
tion of electric ranges can hardly reach 
the indicated 22 per cent of all homes 
and little increase in washing machines 


e 


DOMESTIC ELECTRIC CONSUMPTION—1937-47 
Total Kwh. Consumed (billions)Est, Per Cent 


Eightitig’ ANG MAING. cis so vc ciceeue vases ies 
Domestic Machines and Appliances: 
Refrigerators 
Radios (socket sets) 
Ranges 
Flatirons 
Water heaters 
Oil burners 
Washing machines 
Vacuum cleaners 
Toasters 
Electric clocks 
Ironing machines 
Percolators 
Roasters 
Space heaters 
Irrigation 


Gain 


38% 
123 
4 
213 
3 
211 


1937 
6.37 


Est. 1947 
8.87 


8.58 
1.90 
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is likely. On the other hand, oil burners 
and water heaters may show a good in- 
crease. Mr. Weed does not expect much 
electric gain from air-conditioning equip- 
ment since gas or steam may be largely 
used for commercial installations. After 
careful analysis of the various factors 
in the “domestic” load, Mr. Weed con- 
cludes that his 87 per cent estimate is 
too high and that 50 per cent is a more 
likely possibility. 

Projecting the industrial use of elec- 
tricity, he concludes that the probable 
growth would be 23 per cent greater than 
the rate of gain in industrial activity ; 
and with the latter figured at only 10 
per cent for the decade, a net total of 
around 35 per cent is indicated (see 
Chart II). Due to the continued decline 
of the traction industry, “miscellaneous” 
use of electricity may expand only 20 
per cent, but commercial users might step 
up their kilowatt hours 40 per cent. Mr. 
Weed concludes: 

Combining these with the probable esti- 
mates of a 50 per cent gain for domestic 
and a 35 per cent gain for industrial use, 


an increase in electric consumption of 38 
per cent is indicated during the next decade 


(see Chart I). Taking the overly optimistic 
maximum estimates of per cent for 
domestic and 53 per cent for industrial, the 
gain would not be over 54 per cent. 

While these conclusions may be. disap- 
pointing to the utility investor who has been 
looking for miracles, any one willing to 
face the facts will realize that very few 
of our major industries hold out so promis- 
ing an expectation as a 38 per cent increase 
in volume over the next ten years. Even 
though taxes may continue to rise by a more 
than reasonable amount and electric rates 
be arbitrarily forced to lower levels, the 
holder of sound electric utility securities 
can still look to the future with a consider- | 
able degree of confidence. 


M* Weed’s estimates, in the opinion} 
of this department, seem a little 
on the conservative side. Consolidated } 
Edison’s remarkable success in its recent 
sales of appliances at a low combination 
price indicates that the public is still anx- 
ious to buy them. Insufficient allowance 
may also have been made for the possi- 
ble stimulus to be afforded by (1) the 
residential boom now getting under way, 
(2) probable demands of commercial 
television sets, (3) use of portable air- 
conditioning or other low-priced residen- | 
tial ventilating devices, (4) development | 


CHART I 
Electric Power Consumption and Probable Future Trend 
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Domestic consumption as shown in this chart includes residential and farm use. 
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f electric house heating, (5) automatic- 
ontrol house lighting, and possible new 
nventions. He also seems ultraconserv- 
ive in estimating only a one per cent 
ain per annum in business, for until re- 
ent years the average rate of gain was 
onsiderably higher. During the two dec- 
des ending 1925, industrial production 
s measured by Standard Statistics’ in- 
ex doubled, with an average annual 
ain of 5 per cent. In the next four years 
ains averaged about 3 per cent, but by 
937 we were back to the 1925 level (and 
1938, back to that of 1915-16). 
Since industrial consumption is by far 
e greatest part of the load (though less 
portant from the standpoint of rev- 
nues), Mr. Weed might have devoted 
ore of his attention to exploring the 
robabilities in that field. However, with 
omestic and foreign politics apparently 
e supreme factor in future business 
owth, all attempts at forecasting must 
oncede that psychological and impon- 
erable factors weigh heavily. 


> 


New Financing 


HE 375,000 shares of North Ameri- 
canCompany common stock offered 


AND COMMENT 


December 7th by a syndicate headed 
by Dillon, Read & Company proved quite 
successful despite the rather poor tim- 
ing of the offer marketwise, and the 
stock has since recovered a point or so. 
The size of the offering had, however, 
been reduced considerably, possibly be- 
cause of market conditions. The offer- 
ing, as previously outlined in this depart- 
ment, represented the sale of stock held 
by various Harrison Williams investment 
companies and was designed to reduce 
their holdings below the 10 per cent 
level. 

New financing during the fortnight 
ended December 17th included the two 
Central Illinois Public Service issues— 
$38,000,000 first 33s offered at 100} and 
$10,000,000 serial debenture 34-4s, of- 
fered on a 14-4 per cent basis. These 
issues afforded the first major test of the 
bond market for new corporate issues in 
over a month. According to The New 
York Times: 

Underwriters reported . . . that the 
bulk of both the bonds and debentures 
had been placed and that only the late 
maturities of debentures and a few of the 
mortgage bonds remained available. The 
demand was said to be especially well diver- 
sified, with savings bank buying an impor- 
tant factor in most of the New England 


CHART II 


Electrification 


of Industry 
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states, where the first mortgage bonds are 
regarded as legal investments for those in- 
stitutions. 


International Telephone & Telegraph 
Corporation has announced plans for 
$15,000,000 financing for South Amer- 
ican expansion; $10,000,000 was taken 
by the Export-Import Bank of Wash- 
ington in the form of 44 per cent serial 
notes to yield about 5} per cent, and the 
remaining $5,000,000 by a group of New 
York banks. These loans complete the 
program of the company for liquidating 
its maturing debentures and short-term 
bank debt, which amounted to approxi- 
mately $60,000,000 on January 1, 1937. 

El Paso Natural Gas Company has 
sold privately to a group of insurance 
companies and an educational institution 
$6,000,000 first mortgage 34 per cent 
bonds due in 1953 and has obtained from 
the Chase National Bank a loan of $4,- 
000,000, represented by serial notes due 
over seven years. Proceeds from the 
sale of the securities will be applied to the 
redemption of all the company’s out- 
standing first mortgage bonds and con- 
vertible debentures and the payment of 
bank loans in the amount of $600,000. 


Ege sjee piece of institutional financ- 
ing was disclosed in the recent an- 
nouncement that Brooklyn Edison had 
arranged to sell $4,240,000 consolidated 
mortgage 3s to insurance companies. The 
amount of financing placed privately with 
large insurance companies continues to 


concern investment bankers. It is esti- 
mated that such financing amounted to 
$500,000,000 last year, and this year’s 
total may run even higher. 

Public Service Company of Colorado 
has withdrawn, with SEC consent, its 
registration of $40,000,000 first 3} per 
cent bonds due 1963, $10,000,000 deben- 
ture 4s due 1948, and 50,000 shares of 53 
per cent first preferred stock. An 
eleventh hour request by the SEC for 
additional information resulted in the re- 
quest for withdrawal, instead of the 
usual practice of filing amendments, ap- 
parently because the company wished to 
defer the financing until after the holi- 
days. The bonds and debentures were 
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to have been offered by a banking grow 
headed by Halsey, Stuart & Co., In 


organized by the First Boston Corpor 
tion. 


> 
SEC Concession Aids Equity 


Underwriting 


gory of underwriters, and thus from thi6 per 
civil-liabilities provisions of the act, pe 

sons and institutions whose connectioglectric 
with a distribution of securities is confloth fc 
fined to supplying secondary capital bg For 
buying, primarily for investment, angjust 1 
securities remaining unsold in the hand§utput 
of the underwriters at the conclusion o 

a public offering. 

W. O. Douglas, chairman of the SEC 
emphasized that the rule was not de 
signed to remove from the classificatiog 
of underwriters those who are now un 
derwriters and permit them to escap@any | 
liability. Under the act the underwritergany t 
would not be permitted to enter into con 
tracts with those supplying the secondary 
capital before the registration statemenghhe plz 
became effective. It is understood, how 
ever, that intention to seek contracts maj 
be indicated in the registration state 
ments. All information as to such con 
tracts, Mr. Douglas said, would be filed 
with the SEC so that it would have 3 
full check on all operations connected 
with an offering of securities. 

The new rule is expected to prove oi 
considerable value to underwriters sincé 
it relieves insurance companies, invest 
ment trusts, and other large privat¢ 
buyers from civil liability as under} 
writers, and opens up to underwriters 
this important secondary market in the 
event that public distribution of a secu 
rity offering fails. This would be par 
ticularly helpful in case of convertible 
bond and stock offerings, which are al 
ways subject to temporary price fluc 
tuations, due to general market factors 
which have little to do with the intrinsic 
value of the security. 
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Power Production Continues 


Up Trend 


LECTRIC power output has continued 

its recent advance. During the week 

ded December 10th, New England led 

1 other geographic regions with a gain 

uity & 16 per cent over last year. Other areas 

baking a favorable showing were the 

fiddle Atlantic, Central Industrial, and 

tion oPacific Coast, but all groups showed 

Act ofpme gains over the previous year, the 

© Catelet average for the United States being 

‘om th.6 per cent. The accompanying chart 

ct, perfhows the trend of The New York Times 

nectioglectric power index, which is adjusted 

is confloth for seasonal and long-term trends. 

ital ba For the week ended December 18th 

it, angjust reported at this writing), electric 
hand utput set a new high mark. 


# 
Corporate News 


HE SEC has denied for technical 

reasons the application of the 

ashington Railway & Electric Com- 

sscap@any for exemption as a holding com- 
Titerany under the Utility Act. 


The SEC has reported favorably on 
=menifhe plan of recapitalization of Northern 
hows tates Power Company of Delaware, in- 


volving subsidiaries of the same name 
incorporated in Minnesota and Wis- 
consin. One feature of the plan is to 
write down the value of the Class B 
common stock of the Delaware Com- 
pany to nothing and terminate the voting 
rights of this stock on January 1, 1941. 
It is planned by the Delaware Company 
to write off about $29,000,000 in balance 
sheet items, representing its security 
holdings in the Minnesota and Wis- 
consin companies plus other items. Com- 
menting on the general plan, the SEC 
said in its report that the steps to be 
taken by the three companies would im- 
prove their financial structure, provide 
more equitable distribution of the voting 
power in the Delaware Company, and 
accomplish other objectives of the Pub- 
lic Utility Holding Company Act. 


The SEC has permitted the extension 
of $10,000,000 Laclede Gas Light bonds, 
due April 1, 1939, for three years. 


Monongahela West Penn Public Serv- 
ice Company has requested permission 
from the SEC to issue 200,000 shares of 
$15 par value common stock to Ameri- 
can Water Works & Electric Company 
for $3,000,000, to discharge an open ac- 
count debt. 
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D—Deficit. 


(a) On common stock, unless otherwise indicated following name of company; in some 
cases, Federal surtax not deducted. 


(b) Data also available for month indicated. 
(c) Similar report also published for quarter ending same period. 


(d) Excludes Spanish subsidiaries and Postal Tel. & Tel. Co. 
(e) For ten months ended October 31st the parent company’s earnings declined about 1 


per cent. 


(f) For the twelve months ended September 30, 1938, $1.86 per share was reported in 
cluding the earnings (exclusive of fixed charges of parent company) of Indiana Cen 
tral Telephone Company and subsidiaries for periods prior to August 31, 1938, 
date of completion of reorganization of Indiana Central Telephone Company and 


No.of End 
Months of 
Electric and Gas Included Period 
American Gas & Electric ........ 12): (Oc! 3) 
American Power & Light (Pfd.).. 12 Oct. 31 (b) 
American Water Works ......... 12 Sept. 30 (c) 
MUGHIOR CATIBOE 5 occ sigs disiitics os ers.08 12 Sept. 30 (c) 
Cities Service P. & L. (Pfd.) ...... 9 June 30 
Columbia Gas & Electric ......... 12 Sept. 30 
Commonwealth Edison ............ 9 Sept. 30 (c) 
Commonwealth & Southern (Pfd.) 12 Oct. 31 (b) 
Consolidated Edison, N. Y. ...... 12 Sept. 30 (c) 
Consolidated Gas of Baltimore ... 12 Sept. 30 (c) 
DETOGIE BUGISON <5 Sisis visio so sieisinceis.e's + 12 Nov. 30 
Electric Power & Lt. (Ist Pfd.)... 12 Oct. 31 
Inter. Hydro-Electric (Pfd.) ..... 12 Sept. 30 (c) 
Long Island Lighting (Pfd.)...... 12 Sept. 0 
Middle West Corp. ...........20++ 9 Sept. 30 (c) 
National Power & Light ......... 12° Oct ‘3).) 
Niagara Hudson Power .......... 12. Sept. 30 (c) 
Worth American Co. .....0.000ss0 12. Sept. 30 
Pacine Gas & Electric ...5.6..6.. 12 Sept. 30 
Public Service Corp. of N. J. ..... 12 Oct. 31 (b) 
Southern California Edison ....... 12 Sept. 30 (c) 
Standard Gas & Elec. (Pr. Pfd.).. 12 Sept. 30 (c) 
United Gas Improvement ......... 12. Sept. 30 (c) 
United Light & Power (Pfd.) ..... 12 Oct. 31 
Gas Companies 
American Light & Traction ....... 12 Sept. 30 
Brooklyn Union Gas ............. 12 Sept. 30 (c) 
pe eo el One 12 Sept. 30 (c) 
PCI TOMI 5's os aieigioois-cceinie 3:06 12 Sept. 30 
Peoples Gas Light & Coke ....... 12 Sept. 30 (c 
United Gas Corp. (1st Pfd.) ..... 12) Oct: -312eb) 
Telephone and Telegraph 
American Tel. & Tel. (e) ........ 12 Aug. 31 (c) 
General Telephone (f) .......... 12 Sept. 30 (c) 
Western Union Telegraph ........ 12 Oct. 31 (b) 
Traction Companies 
ONE TID. asso sc ceness cscs 12 Sept: 30¢e 
Twin City Rapid Transit ........ 12. Sept. 30 (c) 
Systems outside United States 
American & Foreign Power (Pfd.) 12 Sept. 30(c) 
International Tel. & Tel. (d) .... 9 Sept. 30 
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INTERIM EARNINGS STATEMENTS 
System Earnings per Share (a) 








Last Previous Per Cent PerC, 
Period Period Increase Decrea 


$2.16 
5.40 
36 
8.30 
14.35 


12.94 


8.39 
1.55 
D1.54 


1.79 
D1.37 


6.77 
.96 


transfer of assets to General Telephone Corporation. 


JAN. 5, 1939 


36 


$2.52 
6.36 
1.38 


7.70 
1.10 


22% 
3 


40 
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ESTIFYING before the joint congres- 
sional investigating committee on 
; December 7th, J. A. Krug, chief power 
engineer for the TVA, rejected the pro- 
posal recently made before the committee 
by Wendell L. Willkie that the Securi- 
ies and Exchange Commission should 
be selected as an arbiter to fix a reason- 
able price for the acquisition of the 
properties of the Tennessee Electric 
Power Company by the TVA. (Mr. 
illkie is president of the Common- 
ealth & Southern Corporation which 
ontrols the Tennessee Electric Power 
ompany. ) 

Mr. Krug said that Mr. Willkie’s plan 

as impracticable, unworkable, and 
‘studded with jokers.” He added that he 

as authorized to speak for the TVA 
board of directors. Mr. Krug said all 

unicipalities in the Tennessee valley 
yould refuse it, as Chattanooga had al- 
ready done, because it would mean fur- 
her delay in getting cheap TVA power 
and would require them to “enter the 
power business blindfolded.” 

Mr. Krug called Mr. Willkie’s agree- 

ent to bind himself “meaningless” be- 
ause he could not bind his stockholders ; 
pnd he asserted that the plan was illegal 

nder the TVA Act because it would 
prevent TVA from selling power out- 
Side a “Chinese wall.” 

The proposal would amount to arbitra- 
ion of how public money appropriated 
by Congress should be spent and there- 
fore was of “dubious legality,” Mr. Krug 
stated, so that its acceptance would lead 
o “years of litigation,” whereas an “im- 

ediate solution” was needed. 

He said that TVA had made an offer 
0 buy which was “practical, expeditious, 
wand beyond legal question,” and which 

as still open for Mr. Willkie’s consider- 
ation. 


What Others Think 


Highlights of the TVA 
Investigation 


“We have offered to purchase facili- 
ties in an area which will absorb our en- 
tire power output from the TVA proj- 
ects, present and proposed,” he went on. 
“If this proposal were accepted, C. & 
S. operations outside this area would be 
immediately stabilized so far as TVA’s 
activities affect them. 

“We propose the acquisition of in- 
tegrated systems, with the price to be 
determined by negotiations around the 
conference table. We have suggested that 
actual legitimate cost less accrued de- 
preciation be given primary consideration 
in determining a fair purchase price.” 


M* Krug said that TVA had spent 
“thousands of dollars” in having 
an accounting firm, “with the approval of 
Mr. Willkie,” determine the basic facts 
required for fixing a fair price, and filed 
a report of this inquiry with the com- 
mittee. 

Following the TVA engineer’s testi- 
mony, Mr. Willkie made public a reply 
attacking Mr. Krug’s objections to ar- 
bitration as “entirely without merit.” 
The utility executive said that the TVA 
arguments against arbitration and against 
limiting the area of TVA competition 
were “purely legalistic,” and that lawyers 
who had examined the TVA Act dis- 
agreed with Mr. Krug. 

Saying he wished to allay any doubt 
of legality, however, Mr. Willkie sug- 
gested that when Congress met in Jan- 
uary it could pass the necessary legisla- 
tion on both these points to enable TVA 
to accept his proposai. He also agreed to 
have the SEC limited to sixty days in 
determining a fair price for his property, 
adding that this would prevent any delay, 
and he offered to pay all costs SEC might 
incur in employing engineers and others 
to fix the value. 
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After asserting that the contention that 
his plan would cause municipalities to 
enter. the power business blindfolded 
“comes rather strangely from TVA,” 
Mr. Willkie said: 


No difficulty arose on the points raised by 
Mr. Krug until we refused to accept the 
price proposed by TVA. A negotiation at a 
conference table where one of the parties 
had a club in the form of free Federal money 
with which to duplicate is not negotiation— 
it is coercion. 

The duplication of utility properties with 
Federal funds or the combined efforts of the 
PWA, TVA, and power boards to force the 
utilities to sell their properties at less than 
their true value is preventing a building pro- 
gram on the part of the utilities throughout 
the country in the next few years running 
into billions of dollars. No greater single 
thing could be done to restore economic 
prosperity than the working out of this prob- 
lem on a fair and rational basis such as I 
propose. 

Again we plead with the Federal govern- 
ment in simple justice not to destroy these 
properties but to repay to the investors the 
money which they have invested in them 
or their value as appraised by the SEC. 


HE utility chief charged that TVA 

“with the use of coercion wants to 
buy their properties at a price at which 
the yardstick rates will work irrespective 
of their value.” He said that the talk of 
Chattanooga rejecting the proposal was 
“mere words,” since “the Federal gov- 
ernment is furnishing Chattanooga with 
all its funds for their utility program,” 
and “that city’s power board will do 
whatever the Federal government sug- 
gests.” 

Mr. Krug in his testimony denied that 
TVA was trying to get the price for 
utility companies it purchased down low 
enough to justify its yardstick rates. He 
asserted that the TVA rates, both whole- 
sale and retail, were based on “actual 
legitimate costs of production,” and that 
they complied 100 per cent with the rate- 
making provisions of the TVA Act, de- 
signed to promote increased use of elec- 
tric power in homes and farms. 

Since TVA was established in 1933, 
he said, statistics reveal that the four 
states most affected by TVA, Tennessee, 
Georgia, Alabama, and Mississippi, had 
shown an increase in rural electrification 
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38 


double that for the country as a whole. 

Denying that TVA had tried to destroy 
existing investments in the utility busi- 
ness, he said its policy was to build “sup. 
plementary” rather than “duplicate” 
transmission and distribution facilities, 

It had not used PWA grants as a 
threat to compel the utilities in the area 
to sell their property at an “unreasonably 
low price,” he insisted, but had only tried 
to buy such properties at prices fair to 
the government and the taxpayers. 

Challenging testimony by Dr. Arthur 
E. Morgan, former TVA chairman, and 
engineer experts of the power companies 
that TVA was selling power at a loss and 
that the taxpayers would have to make up 
huge annual deficits under the yardstick 
rates, Mr. Krug testified that the TVA 
rates rested on a “financially sound 
basis.” 


HEN the 10- or 11-dam system was 

in full operation about 1946, he 
said, the present wholesale rates would 
produce revenues of $20,000,000 a year, 
“sufficient to cover all the cost of pro- 
ducing and marketing the power, includ- 
ing all the special costs of power opera- 
tions ; a fair portion of the common costs 
of the dams and reservoirs, depreciation, 
taxes, and interest on the government's 
investment, with a margin of $3,000,000 
a year for contingencies and to offset 
losses occasioned during the development 
period.” 

These losses, he said, were caused 
largely by litigation started by the power 
companies, which had prevented TVA 
from selling its full output. 

Mr. Krug testified that the retail rates 
at which municipalities and rural codp- 
eratives sold TVA power to farms and 
homes under contract terms dictated by 
TVA, not only covered all “reasonable 
distribution costs with a substantial mar- 
gin of safety,” but were actually “too 
high for urban communities having rea- 
sonable densities and a reasonable op- 
portunity to develop their markets.” _ 

Instead of the TVA rates driving pri- 
vate companies out of business, he said, 
they were increasing the consumption of 
electricity, so much that by the time the 
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Chicago Tribune 


whole TVA system was complete, eight 
years from now, the combined facilities 
of TVA and the private companies 
would be unable to meet the demand. 
“The operations of TVA and its re- 
sale contractors,” he asserted, “afford the 
nation a fair and useful standard of com- 
parison, or ‘yardstick’, if you like the 
term, of how much the public should be 
expected to pay for electric service and 
how widely it should be extended.” 
Senators Bankhead and Hill of Ala- 
bama testified on December 7th charging 
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WHEN IT’S LAMP LIGHTING TIME IN THE VALLEY 


that TVA was violating the terms of the 
TVA Act by maintaining its real head- 
quarters, or “principal office,” at Knox- 
ville, Tenn., instead of at Muscle Shoals, 
Ala. They demanded that it be forced 
to transfer its headquarters to Muscle 
Shoals. 

Senator Bankhead cited a statement 
made by Justice Black when the latter 
was a Senator from Alabama, in a letter 
to A. E. Morgan, that the TVA directors 
were guilty of “a plain, palpable viola- 
tion” of the act in this regard. 

JAN. 5, 1939 





PUBLIC UTILITIES FORTNIGHTLY 


F gemwem for the second day (De- 
cember 8th) as witness for the 
TVA in the absence of TVA Director 
David E. Lilienthal, who was understood 
to be indisposed on account of illness, 
Mr. Krug presented evidence tending to 
justify the “yardstick” rates as an 
“honest and legitimate” basis for com- 
parison with rates of private utility com- 
panies. He submitted a statistical state- 
ment which included cost allocations on 
the proposed 10-dam TVA system pre- 
pared by Colonel T. B. Parker, TVA 
chief engineer, as justifying his conten- 
tion that the TVA rate schedules are 
sufficient to defray not only costs of 
power operations but the eventual amor- 
tization of nonpower investment in addi- 
tion to returning a profit thereon. 

Under the 10-dam set-up which is 
scheduled for operation in 1946, present 
rates would allow TVA power sales reve- 
nues of $20,251,000 a year, upon which 
Mr. Krug said there would be an annual 
profit of approximately $3,146,401. 

This evidence was in contrast with an- 
nual deficits of three to ten million dollars 
previously predicted by ex-TVA Chair- 
man A. E. Morgan and Dean E. W. 
Moreland of the Massachusetts Institute 
of Technology (utility witness). The ex- 
hibit showed an ultimate cost of the 10- 
dam system of $407,809,864, exclusive of 
switchyards but including an installed 
generating capacity of 1,401,500 kilo- 
watts. The total cost was segregated as 
follows: $108,884,965 for power, $44,- 
880,000 for navigation, and $33,063,000 
for flood control. The balance or “multi- 
purpose” cost was allocated at 36.1 per 
cent to power, 32.2 to navigation, and 
29.7 per cent for flood control. (This 
would make an overall cost allocation of 
47.3 per cent to power, 28.4 per cent to 
navigation, and 24.3 per cent to flood con- 
trol.) 

The exhibit followed the “alternative 
justifiable expenditure” theory of cost 
allocation under which the direct cost for 
any one purpose corresponds to the in- 
vestment which could have been elimi- 
nated from the total project cost if that 
purpose had been excluded. 
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UPPLEMENTING the exhibit prepard 

by Colonel Parker, Mr. Krug tes 
fied that there would be an addition; 
ultimate cost of $86,283,000 for tran; 
mission lines, substations, and other in 
dentals bringing the total ultimate coj 
of the 10 projects to $494,092,864. H 
estimated the total investment in powd 
at $279,141,208 of which $108,884,9 
would be for generation, $84,283,000 fo 


transmission, $2,000,000 for genera 


property, and $83,973,243 for power af 
location of multipurpose facilities. 

Of the eventual power production c 
pacity of 8,110,000,000 kilowatt hours 
year, 4,250,000,000 will be primary, 2) 


300,000,000 secondary, and the ball 


ance “dump.” Mr. Krug’s estimate o 
eventual revenues assumed the sale of al 


of the “dump.” 
Annual operating costs of the 10-da 
system were estimated by Mr. Krug: 


$3,213 amortization, 
payments in lieu of taxes, $5,855,039 in 
terest, $136,297 interest during construc 


current total annual operating cost fof 
power of $17,104,599. Deducting thi 
figure from anticipated gross revenue 
of $20,251,000, Mr. Krug arrived at an 
annual net profit of $3,146,401. Esti 
mated revenues were based on a 60 pe 
cent load factor for primary powe 
which would account for $15,617,300 0 
an average rate of 3.675 mills per kilo 
watt hour for all classes of primary 
power sales (including, in addition ty 
large industrial customers, municipali 
ties and rural cooperatives whose con 
posite rate averages 4.60 mills per kilo- 
watt hour). Mr. Krug concluded: 


Assuming that the remainder of the avail 
able secondary energy, after deduction 0! 
transmission losses, is sold at a rate of 21 
mills per kilowatt hour, the estimated ar 
nual revenue from sale of secondary powet 
is $4,133,750. This revenue corresponds ti 


1.797 mills per kilowatt hour for each kilo 
watt hour of net secondary generation. 
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It is estimated that $500,000 could be 
realized from the sale of a part of the avail- 
: able dump and off-peak energy. 
@ On the basis of the foregoing calculations, 
% the total revenue from the sale of the power 
available from the 10- Fa system is esti- 
§ mated to be $20,251,000. 


n December 9th, Mr. Krug offered 
the committee financial statements 


"genen bperatives now selling TVA electricity 
OwWer alto residential consumers. He contended 


tion cafoperating profitably, which offset deficits 
hours ff rural co-6ps which were conceded to 
lary, 2Mbe still operating in the red to such an 
he baliextent that some of them might have to 

Mr. Krug’s presentation of the case 
nd pa {for TVA drew rag sme from the 


Walveston 
jenkins of Ohio. 
The consolidated financial statements 


and Representative 


@egate earned surplus to date, “including 
$163, 708.65 for the fiscal year ended 


powem year ended June 30, 1938, were $1,259,- 
300 off 470.38, including $5 18, 404.21 for power, 


r kilo $170, 290.62 for distribution expenses, 
imary™ $80,685.30 for customers’ accounting 
ion ti and collecting, $7,979.33 for sales pro- 
ipali@ motion expenses, $91,275.29 for ad- 
com ministration and general expenses, $241,- 
- kilo 829.04 for depreciation and amortization 
charges, $140,006.70 for taxes “or equiv- 
alent.” 
ion of _ Net operating revenues were $293,- 
of 2 276.36, other income bringing gross in- 
od an come to $328,734.39. Interest require- 
ge ments of $139,736.97 left net income of 
gy off $188,997.42. A deduction of $25,280.17 
| kilo for a 6 per cent payment to general funds 
. of municipalities as interest on invest- 
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ment left $163,717.25 transferred to 
earned surplus. 

Mr. Krug’s figures for the municipali- 
ties alone showed sales of 51,649,133 
kilowatt hours in the year ended June 
30th, with operating revenues of $946,- 
670.67, net operating revenue of $269,- 
143.05, net income of $234,569.01, and a 
balance of $209,270.17 transferred to 
earned surplus. 


RANCIS BIDDLE, committee counsel, 

brought out that the rural codpera- 
tives as a group failed to earn all interest 
requirements, having a deficit of $45,- 
571.19 for the 1938 year. 

The figures offered showed that the 
cooperatives sold 29,053,278 kilowatt 
hours during the year, had operating rev- 
enues of $606,076.07, net operating reve- 
nues of $24,133.31 and gross income of 
$32,867.93, or $45,571.26 short of meet- 
ing their interest requirements of $78,- 
439.19. The depreciation and amortiza- 
tion charges were $139,759.97. 

Mr. Wolverton asked whether the wit- 
ness would be as confident of the success 
of TVA wholesale rates “if TVA were 
on its own, the same as a private utility,” 
so that it had to allow 15 or 16 per cent 
for taxes instead of 5 per cent, had to 
do its own financing and auditing, and 
had to meet other costs applicable to 
private business. 

Mr. Krug replied that his calculations 
included “all costs properly charged 
with respect to TVA operations, even 
taxes.” He asserted that in addition to 
the 5 per cent paid in lieu of taxes by 
TVA to the states in which it operates, 
the 15 per cent profit he estimated when 
the complete 10-dam system was in full 
operation would make a total of 20 per 
cent applicable to taxes, or much more 
than the average paid by utility com- 
panies. This, he said, was 12.5 ner cent, 
according to a report by the F«deral 
Power Commission. 

The witness asserted that the TVA 
example was lowering rates and increas- 
ing electrical consumption all over the 
country. Asserting there was still a large 
undeveloped market for residential use 
of electricity, he predicted an average 
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residential use of 2,500 kilowatt hours a 
year in the Tennessee valley in the next 
few years. He produced charts showing 
that the customers of the first 12 mu- 
nicipalities taking TVA power had an 
average residential consumption of 1,465 
kilowatt hours in 1938, or two-thirds 
more than the national average of 816. 


nN December 10th the committee 

heard from Representative Rank- 
in, Democrat, of Mississippi, who 
opened a scathing attack on the privately 
owned electric utility industry in the 
United States, denouncing it as “the 
most powerful and corrupt influence ever 
organized in a civilized country.” 

Rankin, who was the House sponsor 
of the original TVA Act offered by Sena- 
tor Norris of Nebraska, compared the 
utilities with Fascism in his testimony. 
In this portion of his statement he re- 
ceived the approval of Senator Schwartz, 
Democrat, of Wyoming. Rankin, who 
based his charges apparently on testi- 
mony before the Federal Trade Commis- 
sion utility investigation which began ten 
years ago, made a broad attack on the 
utilities, asserting their leaders had “tried 
to intimidate the courts,” had “bribed 
legislators directly and indirectly,” and 
had “attempted to influence the press in 
some sections,” and “even tried to influ- 
ence the churches.” 

Rankin said utility companies were 
overcharging the American public by 
more than $1,000,000,000 a year, saying: 
“It’s no wonder they have even tried to 
write the school textbooks in the past.” 

Chairman Donahey, of Ohio, broke in 
to comment: 

“Public utilities in Ohio have collected 
more from the people than all of the 
combined taxes.” 

Utility spokesmen present at the hear- 
ings later issued statements answering 
the Rankin assertions. C. W. Kellogg, 
president of the Edison Electric Insti- 
tute, characterized Rankin’s remarks as 
“fallacious and deliberately misleading 

. . an unfair attack at a time when 
restored confidence to investors and en- 
couragement to initiative is badly 
needed.” 
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He said Rankin’s figures were “ridicu- 
lous” and “false,” denied that TVA’s 
low rates had forced down power rates, 
and charged on his own account, that 
“since the TVA went into operation at 
Tupelo (a Mississippi town in the TVA 
area) the largest mills, largest employers 
of labor in that city, have shut down and 
gone out of business.” 


HOMAS W. Martin, president, Ala- 
bama Power Co., said: 

The statement by Mr. Rankin that the 
Commonwealth & Southern Corporation, 
through the Alabama Power Company, 
bought firm power at 2 mills from Muscle 
Shoals prior to TVA’s taking that plant § 
over and resold it at 10 cents is the bunk... 
This power was distributed throughout 
Alabama at uniform rates under regulaticn 
of the state commission. This method of 
making uniform rates throughout the state 
of Alabama was specifically praised by 
Ae ga Roosevelt, then governor of New 

ork. 


Meanwhile, the committee received a 
report from Charles W. Smith, head of 
the Federal Power Commission Bureau 
of Accounts; W. E. Baker, chief ac- 
countant; and others of the bureau 
charging that the TVA “does not even 
substantially comply” with Federal re- 
quirements for power cost accounting. 

The report was based on technical ob- 
jections to the TVA’s accounting system. 


O N December 12th Mr. Krug again 
rejected Mr. Willkie’s proposal 
for arbitration of TVA differences with 
Commonwealth & Southern over the 
value of the latter’s properties, repeating 
that it was “loaded with jokers and in- 
tended only to confuse the issue.” 

Mr. Willkie had stated that over the 
intervening week-end TVA had offered 
$67,000,000 to be paid by itself and local 
agencies in the TVA area for Tennessee 
Electric Power Company properties, 
whose value had been fixed by the Ten- 
nessee utilities commission at $94,000,- 
000. Mr. Krug disputed the statement 
that the value of these properties had 
been fixed at $94,000,000 by the Tennes- 
see commission, but Mr. Willkie in a 
subsequent statement insisted that the 
figure was correct, being based upon a 
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St. Louis Post-Dispatch 


COMING DOWN GRACEFULLY 


former finding of the Tennessee commis- 
sion brought up-to-date by routine 
audits of subsequent additions. 

On December 13th Mr. Krug under- 
went his most intensive cross-examina- 
tion and admitted that the TVA power 
business was $1,000,000 in the red last 
fiscal year, including interest and depre- 
ciation, but predicted that it would make 
a substantial profit on the same basis this 
fiscal year. He explained that the three 
dams in operation were able to sell only 


43 


40 per cent of their output last year and 
would have shown a profit if they could 
have sold their entire production. He 
blamed “obstructive litigation” for the 
loss. He listed TVA power revenues last 
year at $2,355,000 as against anticipated 
four to five million for the current fiscal 
year. He also reminded the committee 
that TVA is still in its development 
period and that operating losses to date 
have no bearing on the $20,000,000 an- 
nual revenues and $3,000,000 annual 
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profits which he previously predicted for 
the ultimate 10-dam operation. 


r. Krug admitted that TVA had 
M not kept its accounts in “perfect 
order” and added his own belief that it 
should in the future “conform” closely 
to the uniform system of accounts for 
public utilities laid down by the FPC. 

Senator Davis of Pennsylvania agreed 
that Mr. Krug’s testimony had shown the 
“absolute necessity of a complete ac- 
counting of all TVA matters by account- 
ants who have no connection with 
1vA." 

Senator Davis intimated that in 
view of the fact that the committee was 
required to have its report ready for 
Congress on January 3rd, he hoped to ob- 
tain from the new Congress additional 
time (and presumably funds) for ac- 
countants to complete an inquiry into 
TVA books. 

The committee’s investigation had 
been earlier described by Senator Davis 
as “85 per cent accounting.” 

Mr. Wolverton caused the witness to 
admit that the TVA books for the early 
years of operation showed different fig- 
ures for power revenues than those sub- 
mitted to Congress in the annual reports 
of the TVA. The witness explained that 
these were due to “adjustments” made to 
correct errors, and they were “minor” 
items which made no difference in his 
estimate of ultimate power revenues and 
profits. 

In reply to Mr. Wolverton’s questions 
regarding FPC criticisms of the number 
of these “adjustments,” Mr. Krug said 
that changes in accounting methods have 
recently been made and that there will 
not be so many “adjustments” in the 
future. 


N answer to further questions Mr. 
Krug admitted that he did not know 
why the TVA had not entered deprecia- 
tion in its books in the past, and that 


“under ideal accounting conditions,” the 
authority might have avoided FPC criti. 
cism for its delay in making calculations 
on the allocation of the common costs of 
the dams to power, navigation, and flood 
control in disclosing its rate base. 

Mr. Krug agreed with Representative 
Wolverton that the criticism of the FPC 
was entitled to much attention because 
the latter was a Federal agency “not un- 
friendly” to the TVA. Concluding his 
testimony for the day, Mr. Krug stated 
in part: 

The major elements which determine the 
rate at which power can be sold to the ulti- 
mate consumer are interest, taxes, the cost 
of wholesale power, and the ordinary dis- 
tributing costs, such as labor, materials, and 
overheads. The authority’s wholesale rate 
is not different from the wholesale rates at 
which private companies are selling power. 
Yet municipalities purchasing power from 
TVA are substantially underselling these 
private utilities in the retail market. 


At the request of Representative Jenk- 
ins, Francis Biddle, committee counsel, 
introduced in evidence a PWA statement 
showing its grants actually made to mu- 
nicipal electric plants taking TVA power 
through October 1, 1938, were $1,605, 
877 and its loans $2,155,700. 

Mr. Jenkins asserted that the total 
allotments for grants and loans were 
about $15,000,000 and that all allotments 
made, whether the money has actually 
been given and lent or not, still constitute 
a threat of duplication against private 
companies operating in the area if they 
do not agree to sell their properties to the 
TVA and the municipalities at terms dic- 
tated by the TVA. 

On December 14th Mr. Krug said that 
$67,000,000 was TVA’s “top price” for 
Tennessee Electric Power Company 
holdings. The committee also received 
on that day a report from Leonard D. 
White, former Republican minority 
member of the Civil Service Commis- 
sion, approving TVA’s handling of 
TVA’s personnel problems. 





“Most of our old economic laws have been knocked into a cocked hat, 
along with our economic theories. We are exploring new country 
without maps.” 
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—ALBEN W. BARKLEY 
U. S. Senator from Kentucky. 





WHAT OTHERS THINK 


A Canadian View of the St. Lawrence 
Waterway and Power Project 


Nn adequate guid pro quo to Canada, 
more liberai than anything so far 
proposed, will be necessary to secure 
ratification by the Canadian Parliament 
of a treaty covering construction of the 
“§St. Lawrence waterway and power proj- 
ect. Such, at least, is the view of the 
president of the Engineering Institute of 
Canada, Dr. J. B. Challies of Montreal, 
who is also assistant general manager of 
the Shawinigan Water & Power Co. 

Reviewing the history and present 
status of the proposed development of the 
important stream which marks the north- 
ern boundary of a substantial part of the 
state of New York, Dr. Challies suggests 
four points of the so-called Roosevelt 
treaty, recently submitted to Canada by 
Secretary of State Hull, which he deems 
objectionable to the Dominion. He states 
them as follows: 

1. The Roosevelt treaty will in effect 
establish a new and permanent American 
servitude over the purely Canadian St. 
Lawrence canals. 

2. The division of costs is unfair to 
Canada. 

3. The division of maintenance and 
operation costs will be unduly burden- 
some to Canada. 

4. Chicago diversion will be settled, 
but in favor of the United States. 

So far as Canada is concerned, says 
Dr. Challies, the key to the economics of 
the waterway is the attitude of the gov- 
ernment of the Province of Ontario to- 
ward the proportion of the cost of the 
dams and works in the St. Lawrence 
which power should bear. Until Ontario 
is ready to assume this burden, amount- 
ing to $67,202,500, Dr. Challies finds it 
difficult to see how Canada’s share of the 
cost of the waterway can be financed. 


fpr the people of Ontario are 
represented as being more or less 
neutral, the government of the Province 
is openly opposed. The present situation 
is thus described: 
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The present Ontario government having 
several times definitely refused to codperate 
with the Dominion government on the basis 
of the Hoover treaty, an effort has been 
made by the U. S. government to evolve a 
new project of a treaty that would prompt 
the Province of Ontario to change its atti- 
tude. The American Secretary of State, the 
Hon. Cordell Hull, a few weeks ago, sub- 
mitted new proposals which are much more 
attractive to Ontario than the Hoover treaty. 

For instance, a basis for the temporary 
export of power is incorporated that might 
increase the revenues of the Hydro by one 
million dollars per year. The moot question 
of the preservation of Niagara and addi- 
tional diversions for power there is pro- 
vided for—something the Hydro is very 
anxious to secure. Credit to Canada is also 
promised for any diversions into the Great 
Lakes system, as, for instance, the Ogoki 
and the Long Lac diversions from rivers 
presently flowing into Hudson bay—a con- 
cession of value only to Ontario. 

The President hoped that these new con- 
cessions would influence Premier Hepburn. 
But Mr. Hepburn promptly replied that 
there is no present market for the power, 
that Ontario power reserves are more than 
ample for many years to come, that Canada’s 
railway problem must be solved first. 


Likewise, the Province of Quebec, as 
a whole, is represented as being against 
the project. The reasons for the objec- 
tions of the people of Quebec are sum- 
marized as follows: 


1. They do not want to grant the U. S. 
additional sovereign rights on the river. 

2. They consider that we cannot afford to 
spend the money necessary to deepen the St. 
Lawrence because they cannot see that we 
would gain any worthwhile benefits. 

3. They know that there is no traffic either 
between the provinces or between the 
provinces and the mother country which re- 
quires any deeper navigation than the one 
we have at present. 

4. They feel a 50-50 division of cost is not 
equitable, having in mind the undoubted pre- 
ponderant benefit to the United States. 

5. They think Canada should be rewarded 
for the 34 millions spent on the ship channel 
below Montreal, and for the 70 millions spent 
upon the upper St. Lawrence and the early 
Welland canals. 


EVERTHELESS, every serious-minded 
Canadian, says Dr. Challies—“cer- 
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Great Lakes to Ocean Waterway 


The Allocations of Capital Cost upon 


Section 

Upper LAKE SECTION 
Channel Excavation 
COMB PENEANT WV ORES 55. o'55s locate cee s we's 
Lock at Sault Ste. Marie 


WELLAND SHIP CANAL 


INTERNATIONAL ST. LAWRENCE SECTION 
Thousand Island Section 
International Rapids Section 


Which the Roosevelt Treaty Is Based 
To be allotted to To be allotted « 


Works Common to Navigation and Power 


Property damages—Canadian 


Navigation Works—At Crysler Island 
—At Barnhart Island 


Power Works—Substructures, etc. ...... 
—Superstructures, machinery, etc. 

United States power houses ... 

Canadian power houses 


CANADIAN St. LAWRENCE SECTION IN QUEBEC 
Lake St. Francis Section 
Soulanges Section 
Lachine Section 


Totals carried forward 


Rehabilitation—Iroquois and Morrisburg 
Dams, channel excavation, etc. ....... 





Deductions from U. S. total due to savings achieved in 


Upper Lake Section 


Totals carried forward 





Deductions due to work completed in Thousand Island 


Section 


ee 


Torat Cost to UNITED STATES 





Including all works for about 1,000,000 hp. in inter- 


national reach of St. Lawrence 
Tora Cost To CANADA 


Including all works for about 1,000,000 hp. in inter- 


national reach of St. Lawrence 


ee eeee 





Canada United States 
pe peur us one $54,900,000 Ff 
Gueeekaitia 6,500, 

$128,000,000 
acs FOr eine hs 772,000 760,000 

vege Witetd cae 5,698,000 

pin wee 403,000 
Gidiasacwanna 94,001,000 

pti tao 8,219,000 
A eeroe es 25,969,000 
Plating 58,591,000 
Pie 36,930,500 

Rie ae 36,930,500 

Apt be seam 1,330,000 

g3 genesis 25,785,000 

RRS er EM 55,839,000 
Aone tiene 270,976,500 281,351,500 
Sta avelheab ss 8,600,000 
see nak era 270,976,500 272,751,500 
Lirtit Sates ee 772,000 760,000 
Las PRG rye 271,991,500 

‘ eaitieceme ties *270,204,500 


*This amount includes the following three items: Credit for Welland canal, $128,000,000; 
amount properly chargeable to Ontario as incidental to and necessary for power, $67,202,500; 
amount involved in power house machinery, $36,930,500. If Ontario assumes the latter two 
items, the net capital obligation of the Dominion government would be reduced to approxi- 


€ 


mately $38,071,500. 


tainly all who have enjoyed the priceless 
privilege of living next to a good neigh- 
bor”—will desire that the policy of free, 
frank, and friendly collaboration that for 
a hundred years has been so mutually 
advantageous regarding the connecting 
waters of the Great Lakes will be applied 
to the waters which join these lakes with 
the sea. “But further collaboration 
should be based upon fair terms.” 
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Dr. Challies personally believes that 
this great enterprise is inevitable, and 
that it will be inaugurated and completed 
in his time. But not, he concludes, upon 
the basis for a treaty as presently pro- 
posed by President Roosevelt. 

—G. E. D. 


Avpress by Dr. J. B. Challies, president, The 
Engineering Institute of Canada, before the 
Empire Club, Winnipeg, October 28, 1938. 
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TVA Investigation 


terre results of the power program of 
the Tennessee Valley Authority in the 
scal year ended June 30, 1938, were a net 
profit of $75,700 before allocation of common 
expenses of the authority and, after such allo- 
ation, were a net loss of $310, 171. These op- 
erating figures were contained in the TVA’s 
preliminary report for the fiscal year, portions 
of which were read into the record last month 
of the Joint Congressional Committee Investi- 
gating the TVA by E. L. Koehler, comptroller 
lof the authority. 
No calculations for interest on the invest- 
ment in the power projects were included in 
arriving at these figures, but deductions were 
made for depreciation and other charges and 
expenses. Direct comparison of these results 
with those for the preceding fiscal year was 
not possible because of changes in accounting 
methods. Operating revenue from power sales 
for the fiscal year ending June 30, 1938, was 
$2,305,876; income before depreciation and 
common expense, $1,123,916. 
The depreciation charged directly to the 
power program in the 1938 fiscal year amounted 
to $1,048,216, while, in addition, the total of 
$385,871 in allocated common expenses in- 
cluded $211,653 for depreciation. 
The operating revenues for 1938 were 
divided as follows: municipalities and codpera- 
tives, $545,690; electric utilities, $196,767; in- 
dustrial, $918,565; rural, $154,154; interdepart- 
mental sales, $490,699. 
For the entire period of TVA power pro- 
gram operation, the report showed a net in- 
come of $405,217 before allocation of common 
expense and a “net expense” of $748,664 after 
such allocation: 
The preliminary TVA report also included 
a balance sheet covering the entire TVA in- 
vestment, this representing the first time that 
such a balance sheet has been made public. 
Total resources of the authority were placed at 
$213,557,114. 
Power production costs at the dams in the 
1938 fiscal year, before allocation of common 
costs, were 0.83, 1.82, and 1.24 mills per kilo- 
watt hour for Wilson, Norris, and Wheeler, 
respectively, of which nearly 70 per cent was 
for power facilities, the report stated. It con- 
tended, however, that because of unequal op- 
eration of the plants and a low ratio of power 
production to available and installed capac- 
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ity, the average costs have little significance. 
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Leland Olds, executive secretary of the New 
York State Power Authority, told the con- 
gressional investigators on December 15th that 
private utilities could make good profits sell- 
ing electricity at the low rates charged by the 
TVA. He disputed the contention that TVA 
competition would destroy investments in pri- 
vate power systems. 

On the contrary, he said, the incentive ot 
competition should stimulate business, yield 
greater earnings, and lead the privately owned 
enterprises on to “greater things.” 

The witness contended that regulation by 
state commissions had proven ineffective be- 
cause the utilities had been able to “thwart 
or evade” their supervision by recourse to the 
courts. For that reason, he said, he favored 
regulation such as would result from govern- 
ment competition, 

Questioned by Representative Wolverton, 
Republican of New Jersey, concerning the 
policy a community should follow in_trans- 
ferring from private to public distribution, 
Mr. Olds advocated full protection for in- 
vestors in the private company. Representa- 
tive Wolverton suggested that Congress or the 
states provide agencies to determine a fair 
price if the negotiators could not agree, but 
Mr. Olds said he thought final decision should 
rest with the municipalities themselves. 

Mr. Olds, who also has served as a TVA 
consultant, said that he had been unable to 
find any “hidden subsidies” in TVA’s power 
system. The authority’s fixed charges, he said, 
compared favorably with those of private con- 
cerns and in some instances were higher. 

Senator Donahey, chairman of the joint 
TVA committee, announced that it would re- 
cess indefinitely after December 21st, but that 
there would probably be a request for the next 
Congress to continue the committee investiga- 
tion and appropriate additional funds. The 
$50,000 appropriated to the committee’s work 
to date has been exhausted and another ap- 
propriation of a similar amount is being 
sought. 


Files Protest with FPC 


) B pecreag oe its intention to extend its own 
pipe lines, when funds are available, to 
serve a number of communities in North Da- 
kota and Minnesota with natural gas, the Mon- 
tana-Dakota Utilities Company recently filed 
with the Federal Power Commission a petition 
for permission to intervene and a protest 
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against granting to the Kansas Pipe Line & 

Company a certificate of public conven- 
ience and necessity to serve Fargo and Grand 
Forks, North Dakota, and Moorhead, East 
Grand Forks and Crookston, Minnesota. The 
application of the Kansas Company for such 
certificate to serve some 128 communities in 
five states was pending before the commission. 

The commission also announced on Decem- 
ber 13th its receipt of a supplemental answer 
from the Northern Natural Gas Company to 
an order directing Northern Natural to show 
cause why it should not extend its facilities 
to serve the territory sought to be served by 
Kansas Pipe Line & Gas Company; why it 
should not be made a party to proceedings 
before the commission on the Kansas Com- 
pany’s application; and why the commission 
should, as Northern Natural has requested, 
assume jurisdiction over the Kansas Com- 
pany’s application on the ground that the 
Kansas Company seeks to enter the market of 
Northern Natural. The supplementary answer 
contained a detailed description of Northern 
Natural’s gas pipe-line system, which was only 
briefly mentioned in the company’s original 
reply; a statement of the methods by which 
the capacity of the company’s system could be 
increased; and reasons why the company is 
reluctant to increase its system capacity. 

In its petition and protest, the Montana-Da- 
kota Company stated that it now owns and 
operates a pipe-line system from the Baker 
gas field in southeastern Montana and south- 
western North Dakota extending south to the 
Black Hills area in South Dakota, west to 
Miles City, Montana, north to Williston, North 
Dakota, and east to Bismarck, North Dakota. 
The company also has a pipe-line system ex- 
tending from the Bowdoin gas field in Valley 
and Phillips counties, Montana, to Malta, Glas- 
gow, and Fort Peck, Montana, to which the 
large reserves of the Bowdoin field are avail- 
able and can be interconnected with the Baker- 
Bismarck system. 

The company claimed that it has had in con- 
templation for some time the building of a 
connecting line from Fort Peck to Glendive, 
Montana, to make available additional mar- 
kets for gas from the Bowdoin field and addi- 
tional reserves for the Baker field pipe-line 
system. 


Fight to Cut Dam Rates 


HE Los Angeles Bureau of Power and 

Light and the metropolitan water district 
of southern California last month overcame 
most of the long-standing opposition of Colo- 
rado river basin states to lowering of Boulder 
dam power rates. 

Representatives of seven western states con- 
ferred at Phoenix, Ariz., with consulting engi- 
neers on changes in the Boulder Dam Act to be 
submitted to Congress. Revision of power 
rates was one of the important questions con- 
sidered, 
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Remaining to be settled was the question oj 
how much surplus Boulder dam power revenug 
should be set aside annually for developmen; 
of the remainder of the Colorado river basi 
In the proposed legislation modifying th 
Boulder dam power contracts would be the 
following primary changes: 

1. To lower the rate “firm power” from 1,63 
mills per kilowatt hour to one mill. 

2. To defer payment without interest of 
flood control item of $25,000,000 to the end of 
the amortization or contract period, which 
has forty-seven years to go. 

3. To lower the interest rate from 4 per cent 
to not more than 34 per cent. 

Also discussed was a plan to pay Arizona 
and Nevada $300,000 each annually in lieu of 
their rights under the Boulder Canyon Project 
Act to a share of surplus revenue, which in 
turn is in lieu of the taxing power which the 
state would have had if the project had been 
constructed under private enterprise. 

Another proposal was to place $400,000 an- 
nually into a separate fund for development of 
the Colorado river basin. This money would 
be paid into the Federal treasury for appro- 
priation later by Congress.. This fund would be 
provided by power revenues. 

States represented were California, Wyo- 
ming, Utah, Colorado, New Mexico, Nevada, 
and Arizona. 


FPC Counsel Appointed 





















on Federal Power Commission recently 
announced the appointment of David W. 
Robinson, Jr., of Columbia, S. C., as general 
counsel, effective January lst. 

Mr. Robinson, who was at the time of his 
appointment counsel in the power division of 
the Public Works Administration, served as 
counsel for Greenwood county, S, C., in the 
litigation brought by the Duke Power Com- 
pany to prevent construction of the county’s 
public power project. 


SEC Amplifies Rule 


A rule under the Public Utility Holding 
Company Act, designated U-12F-1 which 
provides, with certain exceptions, that no 
registered holding company or subsidiary shall 
sell any of its public utility securities or utility 
assets to any company in the same holding 
company system or to any affiliate of a com- 
pany in such system without having obtained 
permission from the Securities and “Exchange 
Commission, was promulgated on December 
Oth, effective December 19th. 

The rule supplements Rule U-12D-1, now in 
effect, which covers any sales, direct or in- 
direct, of public utility assets or securities by 
registered holding companies. Because of this 
the commission explained that, where a sale by 
a registered holding company was subject to 
the provisions of both rules, a single applica- 
tion would be sufficient. 
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The new rule, as does Rule U-12D-1, con- 
tains a provision that, with certain conditions, 
it shall not apply to the sale of any utility 
assets to any person if a sale of securities or 
utility assets to a Federal or state government 
or any subdivision or instrumentality thereof 
is conditioned upon the consummation of the 
sale of such utility assets to such person. This 
makes it unnecessary in most instances for the 
commission to pass upon prices paid or other 
details of any such transactions. 

Exemptions in the case of securities include 
also instances where the seller owns less than 
5 per cent of the securities sold, where the 
security sold is issued by a public utility com- 
pany which does not operate or have a sub- 
sidiary company which operates in the United 
States, and where the sale is to a company 
which owns, directly or indirectly, all the out- 
standing securities of the seller except the 
minimum amount of stock required to qualify 
directors. 

Exemption also is granted where the con- 
sideration for the sale or all prior sales of 
securities of the same class in the same calen- 
dar year aggregates less than $50,000 and the 
security so sold is not of an associate company 
or is not a voting security or convertible into 
a voting security. 
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As to the sale of any utility asset, exemption 
is granted where the gross consideration or 
book value of such assets, whichever is the 
greater, is less than $50,000 or the selling com- 
pany has, prior to April 15, 1938, filed an ap- 
plication for approval of such sale. 


TVA Purchase Authorized 


HE Federal Power Commission recently 
authorized the sale by Kentucky-Tennes- 
see Light & Power Company of certain of its 
electric facilities to the Tennessee Valley Au- 
thority. In the same order the commission 
dismissed, for lack of jurisdiction, portions of 
the company’s application relating to the sale 
of certain facilities to the city of Paris and 
the county of Weakly, Tenn., following a find- 
ing that the facilities involved are solely local 
distribution facilities. The commission’s order 
stated that the authorization granted would 
expire unless acted upon within sixty days. 
The FPC also issued a license to the city of 
Kaukauna, Wis., for a major hydroelectric 
power project on the Fox river within city 
corporate limits. The cost of the proposed 
construction, if the entire plant is fully de- 
veloped, was estimated at approximately 
$408,997. 


5 


Alabama 


Request Denied 


C= Judge Walter B. Jones declined last 
month to “review, correct, and squash” 
action of the State Public Works Board in 
approving issuance of $73,000 in bonds by the 
city of Fort Payne for construction of a mu- 
nicipal electric distribution system financed by 
a PWA loan and grant, 

The Alabama Power Company, which con- 


tested Fort Payne’s application before the 
board, filed suit on the contention that duplica- 
tion of its existing system in Fort Payne would 
not be in the public interest. 

The north Alabama municipality said it 
planned to retail Tennessee Valley Authority 
power at “yardstick” rates, and had offered to 
purchase the Alabama Company’s system 
without its proposal being accepted or rejected 
and without a counteroffer. 
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California 


Phone Rates Cut 


ager given in telephone bills to residents of 
16 southland communities, at an annual 
saving of $52,300, were announced last month 
by the state railroad commission. 

The savings to customers of the Associated 
Telephone Company were said to be the result 
of informal rate hearings conducted by the 
state commission during recent months and 
were being effected voluntarily by the com- 
pany. 

The municipalities to be benefited are North 
Long Beach, Arrowhead, Covina, Crestline, 
Etiwanda, Laguna Beach, Ontario, Westmin- 
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ster, Huntington Beach, Baldwin Park, Santa 
Monica, Malibu, West Los Angeles, Playa del 
Rey, Beverly Hills Canyon, Pomona, Redondo 
Beach, San Bernardino, Palos Verdes, Long 
Beach, and Lakewood village. 

In some of these communities the rates 
would be lowered, while in others different 
concessions would be made. 

All business extensions will be $1 a month, 
except message rate service extensions, which 
will be 75 cents a month. These rates will pro- 
vide a uniform schedule of charges through- 
out the company’s system and replace a variety 
of different charges. The new charges be- 
come effective at different dates. 
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Colorado 


Power Project Approved 


6 a Public Works Administration at 
Washington early last month announced 
approval of a $211,405 grant to be applied to- 
ward financing a $469,790 water and power 
project proposed for Colorado Springs. Mayor 
George G. Birdsall said he was informed of 
the approval by Senator Ed C. Johnson. 

The project, authorized by the city council 
more than four months ago, provides for the 
construction of two and one-fourth miles of 
24-inch high pressure steel pipe line from the 
south slope of Pike’s Peak to the city’s hydro- 
electric plant in Manitou Springs, and for the 
purchase and installation of a 2,500-kilowatt 
generation unit in the hydro plant. 


The improvements are designed to increase 
electrical output of the plant 50 per cent. 


Power Plant Vote Upheld 


Bgl Judge Harry Leddy on December 
15th ruled that an election which decided 
that La Junta could establish a municipal 
power plant was legal and that the city offi- 
cials would be justified in proceeding with 
plans to build the project. 

The ruling rejected the case brought against 
the southeastern Colorado city by George Wey- 
bright, La Junta taxpayer, who contended that 
the election was not legal because a majority 
of qualified voters did not exercise their fran- 
chise last May 10th. 


Florida 


Rate Plan Rejected 


fo hyo e weg current electric bills will be 
under the rates prescribed in Ordinance 
1,066, and not at the lower rates submitted by 
the Florida Power & Light Company, for 
which the city commission recently voted a 
90-day trial, “with certain reservations and 
conditions.” 

The new schedules were designed to save 
consumers in Miami some $350,000 a year, but 
the city commission on December 14th declined 
to withdraw conditions regarding rates for 
contract customers, a stipulation demanded by 
the power company after the city had voted 
the trial period. 

Rate Consultant Thomas E. Grady told the 
commission the new rates, with allowances for 


continuation of long-term preferential con- 
tracts, “was just another deceptive proposal.” 
He added it “was just bait to prevent the 
January 3rd public hearings,” which were 
called to allow the power company to show 
cause why still further rate reductions may not 
be ordered. 

The power company’s request to be allowed 
to maintain its long-term contract rates was 
voted down in a special resolution presented by 
Utility Attorney S, S. Hoehl. J. D. Preston, 
head of the company rate department, said the 
company could not agree to these conditions, 
as set up in the commission’s resolutions. Asa 
result, the billing of current accounts, which 
could not be delayed past December 15th, 
would be on the basis of Ordinance 1,066, 
recently approved by the Federal courts. 


Indiana 


Orders Phone Rate Cut 


Bf Herwokecgg rates of the Indiana Bell Tele- 
phone Company in Indianapolis and 21 
other cities on December 8th were ordered re- 
duced by the state public service commission, 
effective January Ist. 

The state commission abruptly ended the 
company’s rate case on December 8th, issuing 
the rate order after it had held only one hear- 
ing in behalf of ratepayers. That one hearing 
was held on December 6th when the commis- 
sion staff’s appraisal and audit were reviewed 
only briefly. Commission officials estimated 
the total yearly saving to telephone users 
would be about $350,000. The case itself is said 
to have cost the company $196,608. 


JAN. 5, 1939 


Commission spokesmen were said to have 
denied that the order resulted from a com- 
promise agreement with company officials. It 
was estimated the new rates would give the 
company a return of a little less than 6 per 
cent. 

Members of the commission said the reduc- 
tions could not apply to all the company’s ex- 
changes because some were not yielding a fair 
return on their value, that some are not real- 
izing their actual expense and that some are 
being operated at a loss. 

The order set the value of the company’s 
property, the intrastate part only, at $42,165,- 
198 as of June 30th. Commission engineers, 
however, in their appraisal, had set the figure 
at $41,138,956 which was about $4,000,000 un- 
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der what the company had set its value. Those 
figures included depreciation. 

The telephone company said the reduction 
was more than was justified, but in the inter- 


est of settling the controversy would accept 
the commission’s order in the hope that with 
improved business conditions it would be able 
to earn somewhere near a fair return. 


Kentucky 


City Loses Appeai 


HE court of appeals on December 6th de- 

clared a city cannot construct a municipal 
light, heat, and power plant without first get- 
ting from the state public service commission 
a certificate of public convenience and neces- 
sity, 

The opinion upheld a grant by the Lewis 
Circuit Court to William B. Plummer of an 
injunction restraining Vanceburg from con- 
structing a power plant or issuing bonds there- 
for, although a $148,000 bond issue had been 
favored by a vote of 175 to 141 on November 


The court said a certificate of convenience 
and necessity was required “to prevent the un- 
necessary duplication of facilities for utility 
service and to protect the consuming public 
from inadequate service and higher rates which 
frequently result from such duplication.” 
Judge William H. Rees, who wrote the opin- 
ion, added that after obtaining a certificate 
and constructing a plant, a city can operate its 
powerhouse and fix its rates “free from any 


supervision or regulation by the state public 
service Commission.” 


Bond Sale Void 


BOND issue of $220,000 by the city of Corbin 
A to enlarge and improve its electric light 
and water plant was held valid on December 
13th by the court of appeals, but the noncom- 
= private sale of the issue was declared 
void. 

The opinion, delivered on rehearing, modi- 
fied an earlier ruling that the bond issue, to be 
supplemented by a $180,000 Federal grant, 
was void because no referendum was held. 
The more recent decision held a referendum 
was not necessary. The opinion declared: 

“The failure to give opportunity to others 
to bid upon the proposed bonds, and the mak- 
ing of a private sale before the bonds had 
been authorized is inimical to public welfare, 
contrary to public policy, and void.” 

It pointed out the city undertook by ordi- 
nance to ratify an agreement, made before the 
bonds came into existence, for sale of the issue. 


Mississippi 


Electric Rates Cut 


‘To the nation’s first city to install TVA 
electric power, recently announced a cut 
in rates below the TVA standard. Mayor J. 
P. Nanney said the reductions would serve as 
an answer to former TVA Chairman Arthur 
E. Morgan’s contention Tupelo was losing 
money. 

The reduction, effective February Ist, was 
about 5 per cent on industrial power and about 


114 per cent on commercial. No cut in resi- 
dential rates was announced. The new com- 
mercial rates will range downward from 2 
cents a kilowatt hour for 350 kilowatt hours to 
8 mills apiece for all over 2,000 kilowatt hours 
a month. Industrial charges will range from 
8 mills apiece for 15,000 kilowatt hours to 24 
mills apiece for 500,000. 

The mayor said the new schedule was 
worked out by TVA experts. Tupelo’s rates 
had been cut once before. 


Missouri 


Gas Hearing Put Over 


[ aeneseee of the feasibility of furnish- 
ing straight natural gas to all gas users-in 
St. Louis, instead of the mixed artificial and 
natural now sold by the Laclede Gas Light 
Company, will be resumed at Jefferson City by 
the state public service commission on January 
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25th. At that time the commission expects a 
new proposal to be submitted as a result of 
renewed negotiations between Laclede and the 
Mississippi River Fuel Corporation for the 
necessary natural gas supply. 

The negotiations, declared by Mississippi 
Fuel representatives to have reached an im- 
passe last month after the Laclede Company 
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rejected what the pipe-line concern insisted 
was its best price offer, were subsequently re- 
opened following disclosure that the pipe-line 
company had invited Laclede to make it a new 
price proposal and the latter company had 
agreed to submit one. 

Hearings were adjourned on December 9th 
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by the state commission to give the two com- 
panies another opportunity to seek am agree- 
ment that would bring straight natura: gas to 
St. Louis, and to enable commission engineers 
to check some of the operating data already 
submitted. The inquiry had been in progress 
at intervals since March, 1935. 


Nebraska 


Injunction Granted 


reo a hearing in Federal court on 
December 9th, Judge Munger granted a 
temporary injunction preventing the city of 
York from proceeding with construction of a 
municipal power plant. The order, which was 
signed at request of the Iowa-Nebraska Light 
& Power Company, would be effective until 
the power company’s suit for a permanent in- 
junction can be heard. 

York officials, who had called for bids on 
power plant equipment estimated at $475,000 
to be received December 9th, notified pros- 
pective bidders not to submit estimates “at 
this time.” 

The Iowa-Nebraska Company asserted con- 
struction of the proposed York power system 
was illegal. The company charged in its com- 
plaint that York officials failed to follow the 
provisional statute and violated the require- 
ment that the bonds be sold at not less than par 
or face value. It also contended that the city’s 
procedure had prevented “ open, free, and com- 
petitive bidding.” 

In its petition for the injunction, the power 
company declared its investment at York 
totaled more than $500,000. The city previously 
had filed suit to compel Iowa-Nebraska to 
move its properties from the streets of York. 


Seeks FPC Approval 


| yeoieg on second largest electric utility, 
the Iowa-Nebraska Light & Power Com- 
pany, on December 5th asked the Federal 
Power Commission to approve the sale of its 
power properties in Nebraska to two public 
power districts at a price of $20,195,991. 

L. R. King, of Lincoln, president and gen- 
eral manager of the company, confirmed de- 
tails of the proposed transaction, but said he 
had no comment to make as to when the deal 
would be consummated. 
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Under terms of the contract filed with the 
application, the Loup River Power District 
would pay $2,825,879 for the company’s elec- 
tric properties north of the Platte river. 

The Central Nebraska Public Power and Ir- 
rigation District would buy the company’s elec- 
tric properties south of the Platte river for 
$17,370,112. The contract covered “substan- 
tially all its system for the production, trans- 
mission, and distribution and sale of electrical 
energy and the business incidental thereto.” 

Properties to be sold included two steam 
generating stations at Lincoln and one at Nor- 
folk, having total capacity of 40,000 kilowatts; 
1,344 miles of transmission lines ; substations 
having a capacity of 50,000 kilovolt-amperes; 
and distribution systems serving 43,000 cus- 
tomers in 108 eastern Nebraska communities. 

The company excluded from the sale its gas 
properties in Nebraska, its 66,000-volt trans- 
mission line crossing the Missouri river at 
Plattsmouth, and its properties in Iowa. The 
price, said the petition, was recommended by 

Ross, appraiser of the districts, after an 
audit of the company’s books. 

The company, although asking for approval 
of the sale, denied jurisdiction of the Federal 
Power Commission. The purchase price, to be 
paid in cash, was “based principally on the 
earning power of the facilities.” 


Brands Service Unsatisfactory 


Eee Ord city council on December 9th 
passed a resolution branding as unsatis- 
factory its electrical service from the North 
Loup Public Power and Irrigation District. 
The district is one of the Public Works Ad- 
ministration hydroelectric projects. 

Earlier, the council adopted another resolu- 
tion notifying the district that the city had 
taken steps to guard its forfeiture rights 
should it be deemed necessary to go into court 
for abrogation of its contract. 


New Jersey 


Makes Tax Payments 


HE Public Service Electric & Gas Com- 
Snort and Public Service Codrdinated 
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Transport were reported last month to be send- 
ing checks to municipalities in payment of 
franchise and gross receipts taxes due, but 
which had been held up pending litigation. 
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Passage of bills by the state legislature on 
December 12th cleared the way for these pay- 
ments. The recent legislation was passed for 
those utility corporations which are willing 
and desirous of paying such taxes or a part 
thereof prior to the completion of the pending 
litigation, but could not safely do so under the 
Pascoe Acts. 

The taxes and their apportionment to each 

municipality were certified by the state tax 
department under the Pascoe laws of this year 
but payment of the moneys was prevented 
when the constitutionality of the laws was 
attacked by several municipalities. The laws 
gave the state tax commissioner rather than 
the local assessors the power to apportion the 


Rate Reduction Blocked 


= Milo R, Maltbie, of the state 
public service commission, recently re- 
vealed that a $500,000 reduction in electric rates 
for consumers of the Queens Borough Gas & 
Electric Company had been blocked by a re- 
fusal of a majority of the state commission 
members to vote on an order for the reduction. 
Chairman Maltbie announced that he in- 
tended “to present this matter at every session 
of the commission until it is finally disposed 
of.” The impasse was said to be the first in 
the nine years of the commission under its 
present set-up. Mr. Maltbie said that he and 
Commissioner Burritt had approved the order 
at a commission meeting. 
Recently the state commission, composed of 
five members including the chairman, ordered 
the Queens Company to refund more than 
$500,000 to its consumers, representing a re- 
duction ordered in 1933 for one year. The com- 
pany contested the order in court, but the 
state commission was sustained and the rate 
reduction was ordered with interest. 
Chairman Maltbie said that a report based 
on a study of property values, revenues, and 
expenses of the company, approved by the 
commission last October, showed the com- 
pany “had been earning far in excess of a rea- 
sonable return upon the value of its property 
in the electric department, but that the gas de- 
partment had not been earning the return to 
which it was entitled.” 
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share of taxes to which each municipality is 
entitled. A decision by the supreme court, to 
which an appeal was taken by certain munici- 
palities, was being awaited. 

There is a provision in the Pascoe laws that 
taxes shall not be paid by utility companies if 
any court action is taken to contest the laws, 
and that such taxes will not be payable until 
thirty days after final decision by the courts. 

The emergency legislation passed December 
12th, however, makes it possible to begin pay- 
ments on account and will enable municipali- 
ties to reappropriate in their 1939 budgets the 
amount of the 1938 tax which was set up in the 
1938 budget but which might not be collected 
that year. 


New York 


Commission Issues Orders 


HE state public service commission last 

month ordered all New York state gas and 
electric corporations to eliminate from their 
rate schedules all provisions designed to re- 
lieve the utilities from liabilities resulting 
from discontinuance of service, willful mis- 
conduct of employees, negligence, or damages 
resulting from gross negligence. 

While the courts have held that such pro- 
visions are ineffective and void, the commis- 
sion expressed the opinion that inclusion of 
such clauses in rate schedules has the same 
effect of misleading consumers regarding their 
rights of action. 

The state commission also has ordered all 
street railroad, gas, electric, steam, water- 
works, omnibus, telephone, and telegraph cor- 
porations under its jurisdiction in the state to 
file with the commission on or before Febru- 
ary 1, 1939, a copy of every cost-plus contract 
let during the years 1936, 1937, and 1938, and 
a copy of every such contract that is now in 
effect if let prior to 1936, for the construction, 
improvement, or extension of its plant, works, 
or system exceeding in amount $25,000 in any 
calendar year. 

Each of the corporations also is required to 
file with the state commission a copy of every 
proposed cost-plus contract for the construc- 
tion, improvement, or extension of its plant, 
works, or system exceeding in amount $25,- 
000 per year. (See ruling, page 58.) 


Ohio 


Fights Plant Expansion 


[I an effort to block the expansion program 
for the Cleveland municipal light plant 
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which operates in competition with the Cleve- 
land Illuminating Company, a taxpayer’s suit 
was filed recently in common pleas court by 
Tolles, Hogsett & Ginn, attorneys representing 
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George H. Charles, a taxpayer. The company 
is a subsidiary of the North American Com- 
pany, 

The expansion program would provide for 
increasing by 75 per cent capacity through ex- 
penditure of $5,447,000, of which $3,000,000 
would be provided by the city through sale of 
mortgage revenue bonds. The balance would 
come from PWA. 

A referendum election was called by the 
city for December 21st. 

The taxpayer’s suit contended that the ordi- 
nance authorizing issue of bonds was improp- 
erly passed by the city council and sought in- 
junction to prevent sale of bonds. The suit 
contended that the date of election, if held, 
should be February 14th. A petition with more 
than 5,000 signatures has been filed with the 
city clerk requesting this date for the election, 


which under provisions of the city charter, it 
was contended, made it necessary to change 
the date. 


Receives PWA Allotment 


uBLic Works Administrator Ickes an- 
nounced recently that he had authorized 
the city of Middletown to make use of PWA 
funds in constructing a public power distrib- 
uting system. Mr. Ickes’ action followed re- 
fusal by the Cincinnati Gas & Electric Com- 
pany to = its distribution system to the city 
for $815,00 
The BWA has allotted to the city a sum of 
$769,000 to help finance the project, which is 
expected to cost $1,710,500. The construction 
price also contemplates erection of a power- 
generating plant, it was said. 


Pennsylvania 


To Hear Rate Case 


HE U. S. Supreme Court on December 

19th agreed to hear important cases in- 
volving basic rules of utility valuation for 
rate-making purposes. 

The court accepted the appeal of the Penn- 
sylvania Public Utility Commission from a 
lower court decision holding the temporary 
rate provision of the state Public Utility Act 
invalid. The case was expected to involve 
Supreme Court principles laid down in 1898 
providing that the original cost of a utility and 
the cost of reproducing it new must be con- 
sidered in fixing utility rates. 

The cases may afford a clear-cut test of 
whether the court still believes its 1898 doc- 
trine should be continued, attorneys declared. 

The court recessed until January 3rd. 


FPC Dismisses Charges 


HE Federal Power Commission on Decem- 

ber 7th dismissed as “unjustified” a com- 
plaint by State Senator H. Jerome Jaspan, of 
Philadelphia, that power rates of the Phila- 
delphia Electric Company in sales to a Dela- 
ware affiliate discriminated against the city’s 
residential consumers, 

Jaspan charged the Philadelphia Company 
with supplying electric service to the Dela- 
ware Power & Light Company, an affiliate, for 
4.9 mills per kilowatt hour, though cost of 
production was 1.5 cents per kilowatt hour, 
and the rates to Philadelphia consumers aver- 
age 5 cents. 

He charged the rates were unduly burden- 
some to Philadelphia consumers and were, in 
effect, confiscatory of the property of ‘the 
Philadelphia utility. 

In an opinion handed down by Acting Chair- 
man Clyde L. Seavey, and Commissioners 
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Claude Draper and John W. Scott, the FPC 
held that although complete information had 
not been filed a preliminary investigation of 
the Philadelphia Electric Company’s rates re- 
vealed no basis for further inquiry. 


Injunction Continued 


§ Be Dauphin county court at Harrisburg 
last month continued until January 14th 
the injunction it originally: issued last October 
under which the state utility commission is 
restrained from enforcing a reduction in rates 
of the Philadelphia Gas Works Company, 
UGI subsidiary. 

Resumption of hearings on the pending 10- 
year lease of the Philadelphia gas works by 
the UGI subsidiary, before the state commis- 
sion, scheduled for December 16th, has been 
postponed until January 12th. 

Philadelphia Gas Works Company officials 
refused to make any comment on the recent 
offer of A. Webster Dougherty, investment 
banker, representing a syndicate, to purchase 
the municipally owned gas works for $65,- 


John B. Kelly, Democratic city chairman, 
last month again suggested to the city council 
that sale of the Philadelphia gas works would 
solve the city’s financial worries. He said: 

“Disposal of the gas works at a price that 
would wipe out the deficit, clean up high cost 
mandamuses and permit actual reduction of 
taxes or the accomplishment of needed capital 
improvements, or both, would be a common 
sense solution. It would put Philadelphia on 
its feet and enable the city government to 
start from scratch with an honest budget for 
the first time in years. 

“Why not sell now at a fair price—pay up 
the merchants and business houses that are 
waiting for money the city owes them and 
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save Philadelphia from either higher taxation 
or bankruptcy? If a bidder should not appear 
the Philadelphia authority could take the plant 
over and accomplish the same result by selling 
bonds and turning the money over to the city. 
I think the case in favor of such a proposal is 
‘open | and shut.’ Nobody wants to pay more 
taxes.” 


Agrees to Rate Cut 


HE Pennsylvania Power & Light Com- 

pany, supplying Harrisburg, most near-by 
communities, and many municipalities in the 
eastern part of the state, was ordered early 
last month by the state public utility commis- 
sion to file on or before December 19th a new 
tariff embodying rates designed to save con- 
sumers approximately $2,300,000 a year. 


The company was directed to provide one 
residential schedule instead of the 14 in effect 
throughout the area served, two small com- 
mercial schedules instead of 19, three large 
commercial schedules instead of 42, and one 
rate for resale consumers instead of three. 
The company’s minimum rate of $1 a month 
was reduced to 75 cents. 

The new residential rates, effective on all 
bills rendered on or before January Ist, are 
75 cents for the first 7 kilowatt hours, 54 cents 
for the next 60, 3 cents for the next 63, 2 cents 
for the next 120, and 14 cents for all in excess. 

When bills are paid within fifteen days from 
the date thereof the net residential rate ap- 
plies. When bills are not so paid the gross 
rate will apply, which gross rate is the net rate 
plus 5 per cent of the then unpaid balance of 
the monthly bill. 


South Carolina 


PWA Funds Made Available 


feos Public Works Administration on De- 
cember 8th made available for immediate 
construction use $19,800,000 more to the San- 
tee-Cooper project, bringing the total amount 
of money made available for the project to 
approximately $30,000,000. Ultimately it is to 
get $37,500,000. Announcement of the allot- 
ment of the $19,800,000 was made in Charles- 
ton by Burnet R. Maybank, chairman of the 
Santee-Cooper Authority. 

The money which the PWA has earmarked 
for Santee-Cooper is $37,500,000. The $19,- 
800,000 is not to be mistaken for an additional 
appropriation for the project, it was said. It 
is a portion of the $37,500,000. Previously, 
approximately $10,000,000 had been made 
available to Santee-Cooper. 

Maybank said the new moneys made avail- 
able would carry construction work through 
1939 and into 1940. Santee-Cooper will have 


a production capacity of more than 700,000,000 
kilowatt hours of electric energy. 


Recess Ordered 


RECESS until January 3rd was granted the 
South Carolina Electric & Gas Company 
on December 15th in the hearing of the case of 
the state public service commission against 
the company on the question of electric rates. 
The state commission on November 9th is- 
sued an order prescribing that the company 
put into effect electric rate reductions aggre- 
gating a saving of $510,000 for customers of 
the company. 

When the case came up on December 15th 
for hearing before the state commission, the 
company petitioned for a postponement 
through its attorney. After a hearing the com- 
mission granted the postponement. The com- 
pany’s attorney contended that not enough 
time had been allotted for a reply. 


Tennessee 


Company under Order 


TT Tennessee Electric Power Company 
was under order on December 15th to ap- 
pear January 24th before the state utilities 
commission to show cause why its rates should 
not be reduced, 

The state commission set the date for the 
hearing after announcing several weeks pre- 
vious that it had under preparation an order 
inquiring why the rates should not be cut to 
the level of TVA schedules. 

Coinciding with the announcement _was the 
filing of two petitions by the city of Nashville, 
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one requesting a hearing on power rate reduc- 
tions in the Nashville area, the second asking 
a decrease in transportation fares of 5 cents. 
Commissioner Leon Jourolmon stated : 

“We are going after TVA rates. A $2,000,- 
000 reduction in costs to the consumers in the 
Tennessee Electric Power system would be 
— to establishing rates at about TVA 
evels.” 


Seek Legislative Remedy 


————— loss of tax revenue through 
a proposed sale of the West Tennessee 
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Power & Light Company’s electrical properties 
to 22 municipalities in the area of Jackson, led 
the Madison county court last month to seek 
legislative remedy. 

At a called meeting, the court authorized 
County Judge August Wilde to appoint three 
magistrates as a committee to confer with 
county legislators on the problem, which he 
said was not “purely a local matter.” 


Pushes Gas Rate Fight 


|: igennnge may carry its fight for reduced 
gas rates to the state legislature. Such 
an opinion was expressed recently following a 
new attack by E. H. Crump on the Memphis 


Power & Light Company, in which the Shelby 
political leader asserted “that before long we 
will limit and restrict their gas monopoly,” 

The city early last month speeded construc- 
tion work on its duplicating electric system 
after the utility had rejected, in effect, an offer 
of $17,385,000 for its gas and electric proper- 
ties, The power company at the same time 
announced it had cut its electric rates to the 
city level, which is TVA basic rates plus 15 
per cent. 

Crump attacked the rate cut as a “trick to 
get the people on their side,” adding that “only 
permanent cheap electric lights and cheap gas 
will satisfy.” He said to insure that, the city 
must have its own gas and electric systems. 


Texas 


Qualify for LCRA Power 


IGHTEEN of the 23 cities that have voted to 
acquire municipal electrical distribution 
systems to make use of power from the Lower 
Colorado River Authority qualified for the 
beginning of construction under the deadline 
set by the PWA, Max Starcke, operations 
manager of LCRA, announced recently. 
In addition to these cities Smithville, which 


will use LCRA power, already has purchased 
the privately owned system serving the town. 

Cities qualifying are Llano, Kyle, Lampasas, 
Fredericksburg, Bastrop, Burnet, Marble 
Falls, Luling, Lockhart, Waelder, Cuero, San 
Marcos, Blanco, Manor, Schulenburg, Elgin, 
Moulton, and Somerville. 

It is expected that the cities will begin the 
use of power from LCRA by the middle of 
1939. 


West Virginia 


Seeks Control of Securities 


EGULATION by the state public service com- 
mission of the sale of utility stock was 
disclosed recently as one of the measures which 
will get before the legislature in January. 
The Federal government and 31 states, 
through commissions, have direct control over 
issuance and sale of all public utility securi- 
ties, a state commission spokesman said, but 
in West Virginia the utility body has no such 
jurisdiction. 


The state’s “blue sky” securities act, ad- 
ministered by the auditor, covers sale of new 
utility issues, except railroads, but there are 
some exemptions. 

The proposed bill probably would ask for 
registration of all utility securities for pur- 
poses of checking. The spokesman said: 

“In order to complete its authority and jur- 
isdiction over public utilities and thereby make 
it more effective in the public interest, it may 
be that the commission should have jurisdic- 
tion over the issuance and sale of securities.” 


Wisconsin 


State Tax Study 


HE Wisconsin Development Authority is 
making a study of taxation in the state, 
with special reference to rural electric codp- 
eratives, John A. Becker, general manager, 
announced last month. At the request of the 
Federal Rural Electrification Administration, 
special emphasis would be given to electric 
cooperatives, he said. 
In the completed study an analysis and com- 
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parison of municipal and utility taxes will be 
included, with the objective of determining 
the relative factor of taxation in all types of 
electric agencies in the state, the WDA head 
announced. It was expected that Wisconsin’s 
electrical tax data would be compared with 
that of other states, Becker said. 

He pointed out that while this study should 
be of general interest, it would be of particular 
value to electric codperatives, since they were 
first subject to taxation in 1937. 
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The Latest 
Utility Rulings 


Restoration Charge Not Valid under Law 
Prohibiting Service Charge 


HE New York Court of Appeals sus- 

tained the right of a customer to sue 
for an injunction against the collection 
of a charge for turning on gas after 
temporary discontinuance. The court 
upheld a decision of the appellate divi- 
sion of the supreme court, reported in 
23 P.U.R.(N.S.) 393. 

The appellate division held that the 
state commission could not determine 
questions of law and that it was with- 
out power to determine whether a serv- 
ice restoration charge was forbidden by 
a statute prohibiting a service charge. 
The court’ sustained the right to bring 
the action in court rather than take 
the matter to the commission. 

The higher court held that the cus- 
tomer could not bring a representative 
action for an accounting, but it did hold 


that the service charge was illegal and 
that the consumer could seek a declara- 
tory judgment for the benefit of consum- 
ers subject to such a service charge in 
the future. Judge Hubbs said in part: 


If, in the instant case, the defendant had 
discovered, when it attempted to turn off the 
gas at the request of the plaintiff, that lock- 
ing of the meter would not prevent use of 
gas and that removal of the meter was neces- 
sary, clearly a charge for reinstalling the 
meter when turning on the gas would fall 
within the prohibition against a charge “for 
the installation of apparatus.” The cost to 
the company would undoubtedly be greater 
than if it merely turned off the gas, yet if 
the construction contended for by the ap- 
pellant were to be placed upon the statutes it 
would follow that whether a charge may be 
made depends upon whether the company 
chooses to turn off the meter or to remove 
it and reinstall it. 


Kovarsky v. Brooklyn Union Gas Co. 


e 


Relinquishment of Voting Rights of Stockholder to 
Escape Holding Company Status 


RDINARILY the California commis- 
sion does not favor the issue of 
nonvoting preferred stock, but because 
of the special circumstances giving rise 
to an agreement of merger and the issue 
of preferred stocks thereunder the com- 
mission recently permitted the issue of 
such stock subject to stated conditions. 
The merger was one step in a program 
looking toward the elimination of a hold- 
ing company system and the dissolution 
of a corporation to enable the parties to 
comply with the provisions of the Public 
Utility Holding Company Act of 1935. 
The Niagara Share Corporation of 
Maryland, which was to acquire all the 
preferred shares, in order to avoid being 
classed as a holding company, did not 
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desire the articles of incorporation of the 
surviving corporation to grant voting 
powers to the preferred shares except in 
the event of default. 

It was proposed that if the preferred 
shares were no longer held by this cor- 
poration, or a successor or successors, but 
were held by and for the benefit of three 
or more persons, the surviving corpora- 
tion should forthwith amend its articles 
of incorporation so as to provide that vot- 
ing rights might be exercised forthwith 
and immediately upon the happening of a 
default in the payment of dividends (in- 
stead of waiting for default in four quar- 
terly dividend payments) and without 
the necessity of calling or holding any 
special meeting of the holders of such 
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The state commission said: 


shares. 


We are of the opinion that if and when 
Niagara Share Corporation of Maryland 
disposes, in any manner whatsoever, of any 
or all of the preferred stocks of the surviv- 
ing corporation, its articles of incorporation 
should be amended in the manner just indi- 
cated. We are further of the opinion that in 
the event the surviving corporation defaults 
in the payment of dividends on both or either 
class of preferred stocks, after part or all of 
such stocks have been transferred by the 
Niagara Share Corporation of Maryland, 
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the said articles of incorporation should be 
amended so as to grant the owners of the 
preferred stocks five votes for each share of 
preferred stock owned. 

If the surviving corporation is unable to 
pay dividends on its preferred stocks, we 
feel that the owners of such stocks should 
have the same voting privilege in relation 
to their investment as is extended to owners 
of common stock. 

Re Southern Oregon Gas Corp. et al, 
(Decision No. 31363, Application No, 
22230). 


e 


Motor Carrier Competition When Business 
Would Support Only One Carrier 


A application by an authorized motor 
carrier for an extension of author- 
ity so as to permit the transportation of 
newspapers over a route covered by a 
certificate issued to another carrier was 
denied by the Connecticut commission. 
Both carriers were transporting for the 
same publisher, and it was suggested that 
if authority were granted, these carriers 
would be placed in competition for the 
business of the publisher. The question 
was whether it would promote public 
convenience and necessity to create a 
basis of rate competition between the 
carriers. 

This case, it was said, went to the very 
fundamentals of motor truck regulation. 
In the development of motor carrier 
service, competition had been directed 
in large part to rates, and though the re- 
sulting low rates might seem an advan- 
tage to shippers it was said to be so in 
appearance only. The commission con- 
tinued : 


Earnings under such conditions were in- 
sufficient to maintain equipment or to pro- 
vide dependable service. The confusion was 
beneficial neither to the shipper nor the gen- 
eral public. This was one of the important 
reasons for placing the industry under regu- 
lation. 

The idea of monopoly is distasteful. Yet 
no method of regulating common carriers 
has been devised which does not require 
some limitation in the number of operators, 
to wit: at least a partial monopolization. 
The reasons for this are frequently mis- 
understood. The law does not limit the 
number for the benefit of authorized car- 
riers. The purpose is to protect the public 
against the unavoidable evils of unrestricted 
competition. 


It was said to be doubtful if a division 
of the business between the two carriers 
would produce a return to either suffi- 
cient to support a service which would 
satisfy the shipper. If existing rates 
were found to be high, the statute pre- 
scribed a remedy and competition would 
not be a remedy. Re Mashkin Freight 
Lines, Inc. (Certificate No. C-534). 


e 


Schedules Must Not Contain Liability Clause Excusing 
Negligence 


(Ginn New York commission, after an 
investigation of liability clauses in 
rate schedules and application forms of 
gas and electric corporations, ordered the 
elimination of clauses which attempted 
to excuse the utility from liability re- 
sulting from negligence. These clauses 
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fall into three groups: First, with respect 
to liability for failure of continued serv- 
ice; second, with respect to liability for 
structures, equipment, wires, pipes, and 
appliances owned, leased, installed, or 
maintained by the customer; and third, 
with respect to liabilities resulting from 
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the supply or use of electricity or 
gas, or from operation of companies’ 
structures, and equipment upon consum- 
er’s premises. (See also page 53 of this 
issue. ) 

Adverting to the rule established by 
the courts that a utility company may 
not relieve itself from liability for dam- 
ages caused by gross negligence or will- 
ful misconduct of the utility, its officers, 
agents, or servants, the commission ex- 
pressed the view that no company should 
be permitted to have such a clause in- 
cluded in its schedule, as the effect of 
this would be to mislead the consumers 
as to their rights of action. The commis- 
sion did not object, however, to the in- 
clusion of a provision that the company 
would endeavor to furnish a regular and 
uninterrupted supply of service and that 
it would not be liable for interruptions 
or failures from causes beyond its con- 
trol or through ordinary negligence of 
employees, servants, or agents. 

The commission saw no objection to 
the inclusion of a provision specifically 
setting forth that the company by inspec- 
tion or nonrejection did not give any 
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warranty, expressed or implied, as to the 
adequacy, safety, or other characteristics 
of any structure, equipment, wires, pipes, 
appliances, or devices owned, installed, 
or maintained by the customer or leased 
by the customer from third parties. The 
companies were required, however, to 
cancel any clause in their schedules which 
sought to limit the liability of the com- 
pany for damages resulting from its own 
negligence in connection with such 
property. 

The companies were required to cancel 
any clause seeking to limit liability for 
any damages resulting from the negli- 
gence of the company in connection with 
the supply or use of electricity or gas 
or from the presence or operation of the 
company’s structures, equipment, wires, 
pipes, appliances, or devices on the cus- 
tomer’s premises. The commission did 
not, however, object to a schedule pro- 
viding that the company would not be 
liable for such damage except damage 
resulting from the negligence of the com- 
pany. Re Liability Clauses in Rate 
Schedules and Application Forms (Case 
No. 9439). 


e 


Charges for Hotel Telephone Service 


NX investigation by the New York 
commission of complaints against 
so-called “service charges” in addition 
to established telephone rates made by 
hotels for calls placed from guest rooms 
or other telephones connected to the hotel 
private branch exchange switchboard re- 
sulted in directions for a revision of 
tariffs. The commission reached the fol- 
lowing conclusions : 

Hotels should be prohibited by appro- 
priate tariff regulation from charging for 
overtime on local calls except on calls for 
which the hotel is charged for overtime 
by the telephone company. 

An additional charge of 5 cents for 
each toll message for which the telephone 
company receives up to and including 50 
cents and a charge of 10 cents for each 
toll message charged in excess of 50 
cents would be sufficient to cover all the 


59 





costs incurred by the hotel company in 
furnishing its part of the service. 

The telephone company should elimi- 
nate from its tariffs the special hotel 
private branch exchange schedule and 
extend to all districts the application of 
its private branch exchange service 
schedule now applicable only in districts 
where business individual line message 
rates are quoted. 

Hotels which receive a commission 
have an advantage as compared with 
hotels which do not receive a commission, 
and, conversely, hotels which do not re- 
ceive a commission are subjected to a 
disadvantage. Such advantage on the one 
hand and disadvantage on the other are 
unjust and unreasonable and should be 
eliminated. 

Services rendered at lobby public tele- 
phones are practically the same whether 
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they are operated by the hotel or by the 
telephone company, and the same rates 
should apply in either case. 

The hotels were criticized for en- 
deavoring by their system of charges to 
make their guests pay the cost (as allo- 
cated by the hotels) of handling all in- 
coming telephone service through the 
charges they make on all toll outgoing 
service. It was said that the question 
presented was whether a schedule of 
rates is just and reasonable which in one 
class of telephone subscribers levies 
charges upon outgoing messages in order 
to pay the cost of caring for incoming 


messages as well. The commission said: 


This principle is entirely contrary to all of 
the other schedules of telephone rates, When 
a subscriber pays for individual line service, 
whether it be residential or business and 
whether it be upon the flat rate or message 
rate basis, he pays for the privilege of mak- 
ing outgoing calls. He is not charged for 
any incoming calls. He may have no in. 
coming calls or he may have hundreds of 
incoming calls in a month. So far as in- 
coming calls are concerned, his rate remains 
unchanged and he pays no more if he hasa 
hundred incoming calls in a month than if 
he had one incoming call. 


Re New York Telephone Co. (Case No. 
9164). 


e 


Charge for Retractile Cord 


HE Michigan commission author- 

ized a telephone company to make 
effective a charge of 50 cents for each 
retractile cord installed at the time of a 
visit on the same premises necessitated 
by other work covered by a service order, 
and for other installations a charge of $1 
for the first retractile cord and 50 cents 
for each additional cord installed at the 
same time on one premises. 


The retractile cord, it was said, con- 
sists of textile insulated tinsel conduc- 
tors covered with an outer cotton braid 
having stretched rubber bands held in 
place by the braid. The strands cause 
the cord to form a coil of approximately 
three-quarters of an inch in diameter, 
and allow it to extend with slight ten- 
sion to a useful length. Re Michigan Bell 
Telephone Co. (T-252-38.17). 


e 


Additional Cost of Hand-set Telephone Instruments 
Found Insufficient to Justify Extra Charge 


... of an additional charge 
of 8 cents per month for hand-set 
telephone instruments was ordered by 
the Wisconsin commission upon its find- 
ing that the current annual added cost of 
hand-set service was 184 cents for each 
instrument. The commission said that 
this was so small that it did not warrant 
an added monthly charge, especially since 
the collection of such a charge involved 
some additional costs for income tax, col- 
lection expense, license payments, and 
revenue taxes. The commission de- 
clared : 
It is not reasonable to insist upon a differ- 
ential in rate for every minute variation in 
cost; and ordinarily no additional charge 


should be imposed merely because of a 
difference in the type of instruments used, 
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especially when the instrument for which no 
surcharge is made and upon which the 
difference in costs is determined has not been 
manufactured since 1930. 


The commission, in determining the 
additional cost of hand-set instrument 
service, ruled that past expenses attrib- 
uted to the use of hand sets and future 
expenses attributed to the hand sets pur- 
chased up to December 31, 1937, and for 
the use of which extra charges had been 
paid by the subscribers, might, with some 
equity, be attributed to the subscribers 
who had used hand sets in the past and 
were now using such instruments. The 
commission held further, however, that 
premature retirement losses due to fu- 
ture transfers to hand-set use were not 





proper! 
but tha 
should 
ers ca 
the get 

Dep 
strume 
3.4 pel 
5 per | 


ir 


betwe 
by th 
groun 
tigatic 
ice Wi 
servic 
of ex 
name 
cized 
prese’ 


THE LATEST UTILITY RULINGS 


said: § properly attributable to such subscribers, 


but that such losses, if they should exist, 
should equitably be paid by the subscrib- 
ers causing such losses or covered by 
the general rate schedule. 

Depreciation expense of hand-set in- 
struments was allowed at the rate of 
3.4 per cent, based upon an 18-year life, 
5 per cent negative salvage, and a 6 per 


cent sinking fund. The use of straight- 
line depreciation was said to be im- 
proper unless a deduction were made 
from the rate base for accrued deprecia- 
tion. 

No information as to accrued de- 
preciation existing in the hand sets was 
available in this case. Re Wisconsin Tele- 
phone Co. (2-U-35, 2-U-280). 


e 


Grounds for Authorizing Abandonment of Motor 
Carrier Service 


UTHORITY to discontinue passenger 
transportation by motor vehicles 
between designated points was granted 
by the Montana commission on the 
ground that from the commission’s inves- 
tigation of the facts the applicant’s serv- 
ice was being operated at a loss and the 
service was no longer necessary because 
of existing service between the cities 
named. The commission, however, criti- 
cized the applicant for failing itself to 
present evidence as to the lack of neces- 
sity for the service. 

Under ordinary circumstances, said 
the commission, the loss of revenue is in 
itself no justification for a motor car- 
rier to abandon a portion of its service. 
When a carrier is granted authority to 
operate, it is charged with rendering 
service to the public, and having assumed 
this obligation, it cannot lightly disre- 
gard it and eliminate itself from the 
transportation business merely on the 
pretext that it is losing money by its 
| operations. Nevertheless the commission 
from its own independent investigation 
determined that the service was no longer 
necessary. 

Evidence was introduced to show that 


a chamber of commerce and a traffic bu- 
reau had concluded that the service was 
no longer necessary, but the commission 
said 


While such evidence may be entitled to 
some weight, nevertheless it must always 
be borne in mind that evidence in such a 
case as we have here in order to support an 
application for abandonment should not be 
confined to resolutions by civic bodies or the 
testimony of witnesses who do not patronize 
the service but rather evidence by patrons 
of the applicant or competent evidence to 
show that applicant’s service is no longer 
necessary to serve public convenience and 
necessity. 


No appearances were made at the 
hearing in opposition to abandonment, 
but the commission said that even so it 
should proceed to determine whether the 
application was justified. With respect 
to petitions sent to the board protesting 
the abandonment, it was said that such 
petitions are not in themselves evidence 
and should not be considered, since to 
so consider them is to deprive the appli- 
cant of its right of cross-examination. 
Re Northern Pacific Transport Co. 
(Docket No. 2936, Report and Order No. 
1723). 


7 


Issuance of Federal Power Commission License 
To Power and Irrigation District Upheld 


of a license to the Central Nebraska Pub- 
lic Power and Irrigation District for the 
United States District Court of Ne- Kingsley or Tri-County project now 
braska, upheld the issuance by the FPC under construction on the North Platte 
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N a decision handed down December 
12th, Federal Judge Donohoe, of the 








river near Keystone, and upheld the 
jurisdiction of his court to try condemna- 
tion cases brought by the licensee to ac- 
quire lands needed for the project. 

The condemnation suits brought by the 
district were started after. the Federal 
Power Commission made a finding that 
the project was justified and desirable in 
the public interest for the purpose of im- 
proving navigation on the Missouri river, 
a finding which is required under § 21 of 
the Federal Power Act before eminent 
domain proceedings may be brought in a 
district court of the United States. The 
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court held that the Federal Power Com- 
mission acted entirely within its jurisdic- 
tion in issuing the license and that the 
license was not open to collateral attack 
by the landowners who were objecting to 
the jurisdiction of the commission and of 
the court. 

Also, the court was of the opinion 
that the evidence clearly established that 
the finding of the FPC was based on sub- 
stantial evidence as shown by the facts 
and that even in a direct appeal it would 
not be disturbed. Re Central Nebraska 
Public Power and Irrigation District. 


e 


Other Important Rulings 


HE Michigan commission approved 

the purchase of atelephone exchange 
by a company which had obtained posses- 
sion of the property by means of un- 
authorized transfers, but atthe suggestion 
of the commission for the betterment of 
service, and which had operated the prop- 
erty in such manner as to give satisfactory 
and reasonable telephone service. The 
company had neglected to obtain com- 
mission approval but had shown its good 
faith by seeking belated approval of the 
purchase and it had also improved the 
property and service. Re Chesaning 
Home Teleph. Co. (T-246-38.1). 


The Arizona commission held that it 
could not grant a permit for motor car- 
rier operations, although a real necessity 
from the standpoint of the public welfare 
existed, until the existing operators had 
been given an opportunity to improve 
their service to the extent that they might 
furnish the required transportation. Re 
Pexton (Docket No. 7563-S-5049, Deci- 
sion No. 10001). 


The Federal Communications Com- 
mission, in denying a joint application for 
approval of the assignment of a radio 
station license, declared that it would 
apply the principle that past losses in 
operation may not be capitalized in the 


valuation of property for rate-making 
purposes, although a person engaged in 
radio broadcasting is not deemed to be 
a common carrier, since such a principle 
is in accordance with sound public pol- 
icy. Re Travelers Broadcasting Service 
Corp. (Docket No. 4692). 


The Pennsylvania commission ap- 
proved a proposed plan of reorganiza- 
tion following its disapproval by earlier 
orders, where the company made modi- 
fications in its plan to meet the commis- 
sion’s objections. The plan did not 
entirely meet all the objections raised by 
the commission, but, in view of the ur- 
gent need for reorganization, approval 
was granted. Re Philadelphia Rapid 
Transit Co. (Application Docket No. 
33559). 


The Pennsylvania commission disap- 
proved a plan for reorganization of a 
street railway corporation involving a 
consolidation of utilities, where the prin- 
cipal asset of the corporation was its in- 
terest in an electric utility company in- 
volved in a rate proceeding, on the 
ground that the future earning capac- 
ity of the corporation and the extent of 
its assets could not be determined at the 
time. Re York Railways Co. (Applica- 
tion Docket No. 54845). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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UNITED STATES DISTRICT COURT, N. D. CALIFORNIA 


Pacific Gas & Electric Company 


Vv. 


Railroad Commission of California 


(— F. Supp. —) 


Valuation, § 30 — Measures of value — Original cost — Reproduction cost. 


1. Both reproduction cost and historical cost of public utility property 
should be considered in arriving at fair value for rate-making purposes; 
the composite result of such consideration is more nearly fair to the utility 
and to the public than a rate base fluctuating with every turn of the market 
value of supplies and the cost of labor, p. 5. 


Appeal and review, § 49 — Finding by Commission — Confiscation question. 

2. Federal courts, in considering a rate alleged to be confiscatory, cannot 
disregard factual conclusions of the rate-making body, although courts ex- 
ercise their own independent judgment as to the facts and may disagree 
with the factual conclusions; such a court, although it does not sit as a 
reviewing court, must give consideration to the decision of the rate-making 
body in the region in which fair and independent judgment may be exer- 
cised by those charged with the duty of ascertaining the facts, p. 5. 


Appeal and review, § 48 — Commission decision — Presumption as to correctness. 
3. Each finding by the Commission in a rate case, covering the whole range 
of facts involved in the rate-making process, is presumptively correct—not 
only the ultimate conclusion on rate base and return, but also the value of 
various items of property used and useful to be included in the rate base 
and upon depreciation, income, and expense, p. 5. 


Valuat’:n, § 353 — Going concern value — Excess market value over value of 
physical property. 

4. Going concern value is not properly measured by the market value of the 
plant as a going concern over and above the physical property therein, for 
market value has been expressly repudiated as a basis for fixing the fair 
value of property devoted to public use as it depends upon the rate fixed, 

p. 9. 
1 26 P.U.R.(N.S.) 
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Valuation, § 357 — Going concern value — Expert opinion. 


5. Opinions of experts as to going concern value are not particularly help: 
ful in arriving at a just conclusion and are certainly not conclusive thereon, 
as such opinions must depend in large measure upon the interpretation 
placed by the expert upon judicial decisions with reference to what elements 
constitute going concern value and such an opinion is a mixed one of law 
and fact, p. 9. 


Valuation, § 332 — Going concern value — Separate allowance — Value created 
out of operating expense. 


6. A relatively small additional amount should be allowed for going concern 
value when a company has been allowed large amounts for promotion and 
advertisement and has built up its going concern value entirely from the 
proceeds derived from its customers while conducting its business at a profit, 
especially where the going concern value is necessarily reflected to a large 
extent in the valuation of every part of its property, p. 9. 


Valuation, § 352 — Going concern value — Change to natural gas — Cut-over 
expense. 
7. The unamortized portion of the cut-over expense of a gas utility, in- 
curred in prior years in adapting customers’ appliances for natural gas use, 
was included in going concern value, in lieu of an allowance for this item 
as an operating expense, p. 9. 


Valuation, § 202 — Unused property — Gas manufacturing plant. 


8. Gas manufacturing plants rendered useless by reason of the introduction 
of natural gas should not be included in the rate base as property used or 
useful, p. 13. 


Valuation, § 40 — Rate base determination — Reproduction cost. 


9. Cost of reproduction less depreciation is not the equivalent of value of 
property but it is evidence of value, p. 13. 


Valuation, § 79 — Ascertainment of reproduction cost — Average prices — Price 
trend. 


10. Data used in estimating cost of reproduction new should not be con- 
fined to any particular day but should represent as near as may be aver- 
ages maintaining through a period which represents a reasonable time for 
the actual reconstruction or duplication of the property, and for the pur- 
pose of ascertaining cost of reproduction new on the date the rates go into 
effect, the average construction and material cost, together with price trends, § 
must be considered, p. 13. 


Valuation, § 30 — Historical or reproduction cost — Transmission line — Gas 
plant. 
11. Acceptance of historic cost rather than reproduction cost in valuing a 
natural gas transmission system and gas manufacturing plant is not erro- 
neous when historic cost is higher than the cost of replacing such property 
with modern material and methods, p. 15. 


Revenues, § 2 — Estimates — Subsequent experience. 


12. The gross return actually received by a public utility company subse- 
quent to a rate order is not decisive on the question of confiscation when 
the estimate of gross return was reasonable at the time the order was en- 
tered, p. 16. 


26 P.U.R.(N.S.) 2 
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Expenses, § 135 — Natural gas — Cost of cut over — Adaptation of appliances. 


13. Cut-over expense incurred by a gas company in adjusting customers’ 
appliances upon a change from manufactured to natural gas should not be 
allowed in operating expenses for years subsequent to the year in which 
such expense was actually incurred, p. 20. 


Expenses, § 72 — Repairs to gas pipe — Leakage reduction. 


14, Expense incurred by a gas company in repairing or modifying its cast- 
iron pipe system to reduce gas leakage is properly chargeable to the years 
in which the expense occurred and should not be deducted from gross reve- 
nues of a subsequent year for the purpose of determining whether rates 
fixed for that year are confiscatory, p. 20. 


Expenses, § 35 — Amortization of plant. 


15. No allowance should be made for amortization of loss from manufac- 
turing gas plants no longer used or useful after substituiion of natural gas, 
in determining whether rates established for natural gas service are con- 
fiscatory, p. 21. 


Valuation, § 85 — Accrued depreciation — Necessity of deduction. 


16. Accrued depreciation must be deducted from cost to reproduce new in 
using that evidence for the determination of the present value of the prop- 
erty and in using the evidence of historic cost to determine present value 
there must be an appropriate deduction for accrued depreciation; the rate 
base should lie somewhere between the historic cost depreciated and the 
reproduction cost new depreciated, p. 21. 


Depreciation, § 23 — Annual allowance. 


17. The objective of the rate maker under the Constitution should be to 
ascertain the actual depreciation for the year or years in which the rates 
will be effective and to allow such depreciation as a deduction from gross 
income, p. 21. 


Appeal and review, § 39 — Commission decision — Depreciation — Confiscation 
case. 


18. The question for determination of the court in a case where rates estab- 
lished by a Commission are alleged to be confiscatory is whether the allow- 
ance for annual depreciation fixed by the Commission for the years to 
which the rates were applicable is clearly shown to be unreasonable, p. 21. 
§ Expenses, § 118 — Bad debts. 


19. An allowance by the Commission of .59 of one per cent for bad debts 
of a natural gas utility was sustained, p. 27. 


Return, § 103 — Natural gas utility — Confiscation. 


20. A return of 63% per cent on the rate base of a natural gas utility was 
held to be nonconfiscatory, p. 30. 


Depreciation, § 32 — Sinking-fund method. 
Discussion of the use of the sinking-fund method to take care of annual 
and accrued depreciation, p. 22. 
[September 8, 1938.] 
3 26 P.U.R.(N.S.) 
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ro to enjoin the operation of natural gas rates fixed by 

the California Commission; after abandonment of prayer 

for permanent injunction, rates sustained for specified years for 

purpose of repayment of overcharges impounded by company 

in pursuance of stipulation. For decision by the United States 

Supreme Court reversing and remanding to this court for 
further proceedings, see 21 P.U.R.(N.S.) 480. 


Witsur, C. J.: This action was 
brought by the Pacific Gas and Electric 
Company, hereinafter called the com- 
pany, to enjoin the operation of rates 
fixed by the California Railroad Com- 
mission, hereinafter called the Com- 
mission, for the use of gas in the city 
and county of San Francisco and 
vicinity. Two claims are made in the 
bill of complaint, one that the Com- 
mission had denied due process of law 
in fixing the rates, and the other that 
the company was denied just compen- 
sation for the use of its property by 
the new rates. 


A 3-judge court was organized to 
hear the application for a temporary 
injunction, as required by law. (28 
USCA § 380.) The matter was re- 
ferred to a special master for report. 
Upon the hearing of the exceptions to 
his report, this court concluded that 
the refusal of the Commission to con- 
sider any evidence with relation to the 
cost of reproduction new of the prop- 
erty of the gas company was an arbi- 
trary refusal to consider evidence with 
respect to the value of the property 
which the Supreme Court had declared 
essential to a proper determination of 
the question of value and confiscation. 
We therefore found it unnecessary to 
pass upon the question of confiscation 
in view of our conclusion as to denial 
of due process of law in the fixing of 
rates. Appeal was taken to the Su- 
26 P.U.R.(N.S.) 


preme Court which on rehearing re- 
versed our decision and remanded the 
case to this court for further proceed- 
ings in accordance with the opinion. 


The parties have furnished stipulat- 
ed supplementary proof as to income 
and expenses and have filed additional 
briefs to supplement their briefs filed 
before the special master, and those ff 
before the court on exceptions to the 
special master’s report. It thus be- 
comes our duty to determine whether 
or not the rates fixed by the Commis- 
sion were confiscatory for the years F 
1934, 1935, and 1936, in that they 
denied the plaintiff an opportunity to FR 
obtain a fair return upon the fair value F 
of its property. It has been stipulated 
that our findings should cover each 
year in which the rates are effective, 
estimated upon the same rate base as 
is found to be correct for the year 
1934. That is to say, the change in 
capital investment during the period 
from 1934 to 1936 is agreed to be 
negligible. 

In April, 1936, during the progress 
of this litigation, the plaintiff consent- 
ed to the reduction of the rates. Con- 
sequently, the prayer for a permanent 
injunction has been abandoned and 
the sole remaining question is as to 
the distribution of the fund resulting 
from the collection by the company 
for gas at the old rates, as permitted 
by the temporary injunction. 








[1] It appears from the report of 
e special master that he concluded 
at the historical cost of the property 
ound by the Commission to be a rea- 
pnable rate base was not such and on 
ne evidence before him determined 
at the proper basis for determining 
he fair value of the property of the 
ompany was the “reproduction cost 
ig re-Bew” of the property less accrued de- 
ed thereciation. Thus the Commission re- 
rceed-ffected the evidence of reproduction 
on. fost new and based its determination 
pulat.pf the fair value of the property al- 
most exclusively upon the historical 
ost of the property, while the special 
master rejected historical cost as evi- 
lence of value and took the exact fig- 
res of the company’s estimate of re- 
. production cost new, less depreciation, 
ss fixing the fair value of its property. 
The decisions of the Supreme Court 
bre uniform to the effect that both 
hese elements should be considered in 
arriving at the fair value of the prop- 
rrty. The composite result of such 
onsideration, it is thus decided, will 
be more nearly fair to the utility and 
o the public than a rate base fluctuat- 
ng with every turn of the market 
alue of supplies and the cost of labor. 
In the case at bar (California R. Com- 
nission v. Pacific Gas & E. Co. [1938] 
02 U. S. 388, 82 L. ed. 319, 21 
.U.R.(N.S.) 480, 487, 488, 58 S. 
t. 334) the Supreme Court construed 
the decision of the Commission as a 
finding that the historical cost of the 
property, undepreciated, was the fair 
value of the company’s property upon 
Which it was entitled to a fair return. 
Ve quote from the opinion in that 
regard as follows: 

“In the instant case we cannot say 
hat the Commission, in taking histori- 
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PACIFIC GAS & ELEC. CO. v. RAILROAD COM. OF CALIFORNIA 


cal cost as the rate base, was making 
a finding without evidence and there- 
fore arbitrary. . . . 

“The Commission specifically found 
what it considered to be the rate base. 
Cal KC. RSS, SO 1 POR. 
(N.S.) at p. 28. The Commission 
found that rate base to be reasonable. 
Id. p. 81, note, 1 P.U.R.(N.S.) at p. 
29. The import of its opinion is that 
the rate base represented the Commis- 
sion’s conclusion as to the value which 
should be placed upon respondent’s 
property for the purpose of fixing 
rates.” 

[2, 3] The court also clarified our 
duty in the premises by holding that 
the findings of the Commission must 
be sustained unless overcome by con- 
vincing proof. The courts stated: 

“There is a further contention as to 
the burden of proof. But the applica- 
ble rule is clear. Respondent is in a 
Federal court complaining of the 
constitutional invalidity of state-made 
rates and respondent is held to the bur- 
den of showing that invalidity by con- 
vincing proof. Los Angeles Gas & E. 
Corp. v. California R. Commission, 
289 U. S. 287, 350, 77 L. ed. 1180, 
P.U.R.1933C,. 229, 53S. Ct. 637; 
Lindheimer v. Illinois Bell Teleph. Co. 
(1934) 292 U. S. 151, 169, 78 L. ed. 
1182, 3 P.U.R.(N.S.) 337, 54 S, Ct. 
658, 665; Dayton Power & Light Co. 
v. Ohio Pub. Utilities Commission 
(1934) 292 U. S. 290, 298, 78 L. ed. 
1267, 1274, 3 P.U.R.(N.S.) 279, 54 
S. Ct. 647.” 

An examination of the cases thus: 
cited by the Supreme Court in support 
of the rule as to the burden of proof,. 
and of other cases since decided, in- 
dicate more fully the duty of this court 
in approaching and disposing of the 
26 P.U.R.(N.S.) 
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problem. While it is quite true that 
the Federal courts, in determining 
questions of confiscation in violation 
of the Fourteenth Amendment, exer- 
cise their own independent judgment 
as to the facts and may disagree with 
the factual conclusions of the rate- 
fixing body, it cannot disregard such 
findings. It has become clearer in 
later decisions of the Supreme Court 
that due respect must be paid to the 
judgment of the rate-making body 
where its conclusion of fact must 
necessarily result from the exercise 
of its judgment upon conflicting evi- 
dence. While in a technical sense the 
court, in considering a rate alleged to 
be confiscatory, exercises its own in- 
dependent judgment on both the 
facts and the law, and does not sit 
as a reviewing court, it is in es- 


sence called upon to pass upon the 


judgment of the rate-making body, 
and some consideration must be 
given to its decision in the region 
in which fair and independent judg- 
ment may be exercised by those 
charged with the duty of ascertaining 
the facts’ and where that judgment 
has been fairly exercised and the re- 
sult is reasonable the court sufficiently 
discharges its duty to exercise its own 
independent judgment by finding the 
resiilt arrived at by the rate-making 
body to be reasonable. The finding of 
the rate-making body should always 
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be in focus when the evidentiary fact 
are considered. This rule is clear| 
implied in many other recent decision 
by the Supreme Court, notably in Log) 
Angeles Gas & E. Corp. v. Californidi/ 
R. Commission, supra, wherein th 
3-judge district court and the Suprem@fij 
Court on review, analyzed the finding 
of the Railroad Commission of Cali 
fornia, and determined whether or nof 
such findings were reasonable and sup 
ported by evidence, and in exercising 
its own independent judgment sus 
tained the conclusion of the Commis 
sion that although it had expressly de 
clined to give a specific valuation to 
the element of “going concern value’ 
of the utility’s property as a part of the 
rate base it had nevertheless given q 
substantial recognition thereof in its 
valuation. Dayton Power & Light Co, 
v. Ohio Pub. Utilities Commission; 
supra; see also, Denver Union Stock 
Yard Co. v. United States (1938) 304 
U. S. 470, 82 L. ed. 1469, 24 P.UR. 
(N.S.) 155, 58 S. Ct. 990. In Lone 
Star Gas Co. v. Texas (1938) 304 
U. S. 224, 82 L. ed. 1304, 24 P.UR 
(N.S.) 119, 58 S. Ct. 883, it was held 
that the utility company was entitled to 
attack the findings of the Texas Rail- 
road Commission on the same basis as 
that on which they were made. Se 
also, United Gas Pub. Service Co. v. 
Texas (1938) 303 U. S. 123, 82 L.ed 
702, 22 P.U.R.(N.S.) 113, 58 S. Ct 





1As stated by the Supreme Court in Ohio 
Bell Teleph. Co. v. Ohio Pub. Utilities Com- 
mission (1937) 301 U. S. 292, 304, 81 L. ed. 
18 P.U.R.(N.S.) 305, 313, 57 S. Ct. 724, 

0: 

“Regulatory Commissions have been invest- 
ed with broad powers within the sphere of 
duty assigned to them by law. Even in quasi 
judicial proceedings their informed and expert 
judgment exacts and receives a proper defer- 
ence from courts when it has been reached 
with due submission to constitutional re- 


26 P.U.R.(N.S.) 


straints. West Ohio Gas Co. v. Ohio Pub 
Utilities Commission (No. 1) (1935) 2% 
U.S. 63, 70, 79 L. ed. 761, 6 P.U.RCHS. 
449, 55 S. Ct. 316, 320; West Ohio Gas Ca. 
y. Ohio Pub. Utilities Commission (No. 2) 
(1935) 294 U. S. 79, 79 L. ed. 773, 6 P.UR 
(N.S.) ne = S. Ct. 324; Los Angeles Gas 
. California R. Commission, 


229, 53 S. Ct. 637. Indeed, much that they 
do ‘within the realm of administrative discre 
tion is exempt from supervision. 
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483, 493; also, Denver Union Stock 
Yard Co. v. United States, supra. 


@ In San Diego Land & Town Co. v. 
National City (1899) 174 U. S. 739, 
im43 L. ed. 1154, 19 S. Ct. 804, it is 
Mstated that judicial interference is not 
justified unless “clearly and beyond all 
doubt the rate prescribed will neces- 
imsarily have the effect to deny just com- 
pensation.” In Louisiana R. Com- 
mission v. Cumberland Teleph. & 
mTeleg. Co. (1909) 212 U. S. 414, 53 
BL. ed. 577, 29 S. Ct. 357, it is said 
that the rates established by the Com- 
mission were prima facie fair and 
valid and the burden of showing that 
‘they were confiscatory and unreason- 
able rests upon the complainant. In 
imPeople ex rel. New York & Q. Gas 
Co. v. McCall (1917) 245 U. S. 345, 
9348, 62 L. ed. 337, P.U.R.1918A, 792, 
38 S. Ct. 122, it was said that while 
(athe court will not analyze the evidence 
before the Commission to determine 
BBwhere the preponderating weight lies, 
“yet it will nevertheless enter upon 
such an examination of the record as 
‘may be necessary to determine wheth- 
er the Federal constitutional right 
claimed has been denied.”’ In the case 


aiifof Los Angeles Gas & E. Corp. v. 


California R. Commission, supra, at 
pp. 240-242 of P.U.R.1933C, it was 
said : 

“We do not sit as a board of revi- 
‘Bsion, but to enforce constitutional 
‘Brights. The legislative discre- 
ation implied in the rate-making power 
necessarily extends to the entire legis- 


(ofMlative process, embracing the method 


used in reaching the legislative deter- 
mination as well as that determination 
itself. We are not concerned with ei- 
ther, so long as constitutional limita- 
ions are not transgressed. When the 


legislative method is disclosed, it may 
have a definite bearing upon the valid- 
ity of the result reached, but the judi- 
cial function does not go beyond the 
decision of the constitutional question. 
That question is whether the rates as 
fixed are confiscatory. And upon that 
question the complainant has the bur- 
den of proof, and the court may not 
interfere with the exercise of the 
state’s authority unless confiscation is 
clearly established. We have 
said that the judicial ascertainment of 
value for the purpose of deciding 
whether rates are confiscatory ‘is not 
a matter of formulas, but there must 
be a reasonable judgment, having its 
basis in a proper consideration of all 
relevant facts.’ Minnesota Rate Cases 
(1913) 230 U. S. 352, 57 L. ed. 1511, 
33 S. Ct. 729, 48 L.R.A.(N.S.) 1151, 
Ann. Cas. 1916A, 18. . . .” 

The court also quoted from Mis- 
souri ex rel. Southwestern Bell Teleph. 
Co. v. Public Service Commission, 262 
U. S. 276, 288, 67 L. ed. 981, P.U.R. 
1923C, 193, 43 S. Ct. 544, 546, 31 
A.L.R. 807: 

“An honest and intelligent forecast 
of probable future values, made upon 
a view of all the relevant circum- 
stances, is essential. If the highly im- 
portant element of present costs is 
wholly disregarded, such a forecast 
becomes impossible. But, 
again, the court has not decided that 
the cost of reproduction furnishes an 
exclusive test. We have em- 
phasized the danger in resting conclu- 
sions upon estimates of a conjectural 
character.” 

Quoting from the Minnesota Rate 
Cases, supra, at p. 452 of 230 U. S. 
the court said: 

“It is fundamental that the judicial 
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power to declare legislative action in- 
valid upon constitutional grounds is 
to be exercised only :n clear cases. 
The constitutional invalidity must be 
manifest, and if it rests upon disput- 
ed questions of fact, the invalidating 
facts must be proved. And this is true 
of asserted value as of other facts.”’ 

The court then proceeds: 

“The weight to be given to actual 
cost, to historical cost, and to cost of 
reproduction new, is to be determined 
in the !izht of the facts of the particu- 
lar case.” 

The duty of the court in determin- 
ing the question of confiscation is 
squarely dealt with by the Supreme 
Court in St. Joseph Stock Yards Co. 
v. United States (1936) 298 U. S. 
38, 80 L. ed. 1033, 14 P.U.R.(N.S.) 
397, 404, 56 S. Ct. 720, where the dis- 
trict court, in passing upon the con- 
fiscatory character of rates fixed by 
the Secretary of Agriculture, declined 
to go further than to determine wheth- 
er the Secretary’s finding of value was 
based upon substantial evidence. In 
this situation the Supreme Court de- 
fined the duty resting upon the courts 
in such a case as follows: 

“But this judicial duty to exercise 
an independent judgment does not re- 
quire or justify disregard of the 
weight which may properly attach to 
findings upon hearing and evidence. 
On the contrary, the judicial duty is 
performed in the light of the proceed- 
ings already had and may be greatly 
facilitated by the assembling and an- 
alysis of the facts in the course of 
the legislative determination. Judicial 
judgment may be none the less ap- 
propriately independent because in- 
formed and aided by the sifting proce- 
dure of an expert legislative agency. 
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Moreover, as the question is whethesmy 
the legislative action has passed be 
yond the lowest limit of the permittedffi 
zone of reasonableness into the for 
bidden reaches of confiscation, judicialfi 


scrutiny must of necessity take into—vhi 


account the entire legislative process 
including the reasoning and finding 
upon which the legislative action rests, 
We have said that ‘in a question of 
rate making there is a strong presump: 
tion in favor of the conclusion; 
reached by an experienced adminis. 
trative body after a full hearing’ 
Darnell v. Edwards, 244 U. S. 564 
569, 61 L. ed. 1317, P.U.R.1917F, 
64, 37 S. Ct. 701. The established 
principle which guides the court in the 
exercise of its judgment on the entire 
case is that the complaining party car-™ 
ries the burden of making a convine- 
ing showing and that the court wil 
not interfere with the exercise of the 
rate-making power unless confiscation 
is clearly established. Los Angele 
Gas & E. Corp. v. California R. Com. 
mission, 289 U. S. 287, 305, 77 L. ed. 
1180, P.U.R.1933C, 229, 53 S. & 
637; Lindheimer v. [Illinois Bel 
Teleph. Co. (1934) 292 U. S. 151, 
169, 78 L. ed. 1182, 3 P.U.R.(N.S.) 
337, 54 S. Ct. 658; Dayton Power & 
Light Co. v. Ohio Pub. Utilities Com- 
mission (1934) 292 U. S. 290, 298m 
78 L. ed. 1267, 3 P.U.R.(N.S.) 279, 

oe ee | Nera aemareas a: 
' The findings of the Commission in 
this case cover the whole range of facts 
involved in the rate-making process, 
not only the ultimate conclusion of 
rate base and return, but also the value 
of various items of property used and 
useful to be included in the rate bas 
and upon depreciation, income, ané 
expense. Each of these findings, a 
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Going Concern Value 


[4-7] The Commission, in fixing 


umpfeoncern value as such, The company 
siongelaimed $12,000,000 as an addition 


is(fo the rate base for going concern val- 
The testimony of experts was 


Bhe going concern value at $10,000,- 
The theory upon which the 
ommission denied any addition to 


value was that the expenditures of the 
ompany necessary to produce the go- 


nS Operating expenses to be deducted 
rom the gross revenue in fixing the 
ate. The Commission pcints out that 


hem as proper to be deducted from 
he gross revenue under the new rate 
was an allowance of $800,000 for ad- 
ertisement and other development ex- 
enses incident to expanding the busi- 
ess of the company. It is, therefore, 
argued by the Commission that inas- 
nuch as the consumers of gas have 
blready paid the costs incident to the 
Acquisition-of going concern value 
hey ought not to be compelled to pay 
ates upon the capitalization of the re- 


If going concern value were as defi- 
ite and tangible as money, a complete 
_ afmnswer to the contention of the Com- 


mission would be found in the deci- 
sion of the Supreme Court in Public 
Utility Comrs. v. New York Teleph. 
Co, 271 VU. S.. 23; 70 1. od. S08, 
P.U.R.1926C, 740, 46 S. Ct. 363. 
There the company had accumulated 
a depreciation reserve far in excess of 
the actual depreciation. These re- 
serves, of course, had come from the 
ratepayers. It was held that the re- 
serve thus acquired belonged to the 
company regardless of whether or not 
it was greater or less than the actual 
depreciation and that the company 
could not be required to use its funds 
thus acquired to pay for future de- 
preciation, but that the new rates must 
take care of the anticipated deprecia- 
tion of the plant. So, if we assume 
that the property of the company has 
a going concern value of $12,000,- 
000, and apply the principle announced 
in Public Utility Comrs. v. New York 
Teleph. Co. supra, it would result that 
it was wholly immaterial whether the 
going concern value of the company 
was paid for out of expenses deducti- 
ble from the gross income and thus 
derived from the ratepayers, or wheth- 
er it resulted from capital investment 
by the company. It seems to be the 
law, however, that in dealing with so 
intangible a thing as going concern 
value it is proper to consider the fact 
that this value may be the result of 
expenditures made by the company 
derived not from the net income from 
the property nor from capital, but 
from amounts claimed and allowed as 
operating expense. See Idaho Power 
Co. v. Thompson, 19 F. (2d) 547, 
P.U.R.1927D, 388. In this connec- 
tion the Commission contends, and it 
is not controverted, that the going con- 
cern value of the company’s property 
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is almost entirely the result from ex- 
penditures from the gross income over 
a long period of years during which 
the company has been subject to the 
rate-making power of the Commis- 
sion. These expenditures have aver- 
aged yearly more than a quarter of a 
million dollars ($275,000) for the last 
four years during which manufac- 
tured gas was used, and over three- 
quarters of a million ($778,992) dur- 
ing the first four years of natural gas 
use. For the last twenty years (1913- 
1932, inclusive) the expenditures for 
the promotion of the gas business have 
exceeded $5,000,000 ($4,215,688 dur- 
ing the eight years have specified). 
Assuming that these expenditures 
have increased the going concern val- 
ue by the amount thereof, it seems to 
be recognized that in dealing with the 
question of confiscation wherein the 
company is entitled to a fair return up- 
on the fair value of its property, so 
much of going concern value resulting 
from expenditures paid by consumers 
in addition to a fair rate of return on 
capital, may be justly disregarded. 
See discussion in Idaho Power Co. v. 
Thompson, supra. 

The earlier cases on going concern 
value seem to indicate clearly that go- 
ing concern value as such should be 
definitely reflected in the rate base 
but recent decisions have modified this 
rule. Of course, if the rate base makes 
an allowance for capital sufficiently 
great to include an amount sufficient 
to cover going concern value as in the 
Los Angeles Gas & Electric Company 
Case, supra, it is quite immaterial that 
going concern value is not allowed 
eo nomine. But the latest decision 
of the Supreme Court on going con- 
cern value, Denver Union Stock Yard 
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Co. v. United States (1938) 304 U. 5. 
470, 82 L. ed. 1469, 24 P.U.R.(N.S) 
155, 161, 58 S. Ct. 990, holds definite. 
ly that going concern value need no} 
be accorded a specific value in the rate 
base; but more important still tha 
decision holds that if the record shows 
that the property of the corporation 
dedicated to the public use is valued 
as a going concern, this is a sufficient 
recognition of going concern value, 
The decision is so important and s0 
recent that we quote therefrom at 
length: 

“Going Concern Value. Appellant 
maintains that, while admitting it ex. 
ists in the property, the Secretary 
[of Agriculture] failed to include in 
rate base any allowance on account of 
it, and that the evidence requires ad- 
dition of at least $325,000 to coverfftV 
that element. 

“In substance, the Secretary’s find- 
ings state: The stockyard is a going 
concern; it has a long history of effi-# 
cient management and has won a 
reputation for good service; it has 
been financially successful. His valua- 
tion engineer (whose figures and val- 
uation are the basis of the Secretary’ 
appraisal) considered going concern 
value but did not include a separate 
amount for it. In adopting the valu 
of the land and the cost of reprodu- 
tion new less depreciation of struc 
tures, consideration was given to the 
element of going concern value. Ade 
quate allowance has been included, al 
though no separate item on its accoutt 
has been set forth. The findings cor 
tain a ‘summary of the value of used 
and useful land, the cost of reproduc 
tion new of structures and equipment, 
including direct construction over 
heads, indirect overheads, interest ot 
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_sigsed and useful land during construc- 
eon, and working capital, and the cost 


mf these, less depreciation where de- 


reciation exists, of respondent [ap- 
ellant] as a going concern. 

t is found that the fair value of the 
roperty of respondent as a going con- 
ern is $2,792,681. . . .’ 

“While it may be considered as 
ade up of tangible and intangible 
Blements, it is not necessarily to be 
ppraised by adding to cost figures 
ttributable to mere physical plant 
omething to cover the value of the 
business. Kennebec Water Dist. v. 
BVaterville (1902) 97 Me. 185, 220, 
4 Atl. 6, 60 L.R.A. 856. Value de- 
bends upon use and is measured, or 
t least significantly indicated, by the 
.Profitableness of present and prospec- 
ive service rendered at rates that are 
ust and reasonable as between the 
pwner of and those served by the 
It is elementary that 
.walue of a going concern may be less 
han, equal to, or more than, present 
sost of plant less depreciation plus 
ecessary supplies and working cap- 
tal. See Galveston Electric Co. v. 
alveston, 258 U. S. 388, 396, 66 L. 
. ed. 678, P.U.R.1922D, 159, 42 S. 
t. 351, 355; Los Angeles Gas & E. 
orp. v. California R. Commission, 
89 U. S. 287, 313, 77 L. ed. 1180, 
an. miaeod, 229, 50° §. Ct 637, 
B47; Dayton Power & Light Co. 
. Ohio Pub. Utilities Commission 
1934) 292 U. S. 290, 78 L. ed. 1267, 
B PLU.R.(N.S.) 279, 54 S. Ct. 647. 
ppellant’s plant without business, 
present or prospective, would be worth 
uch less than the cost figures found 
by the Secretary to represent value. 
ppellant’s claim, that the rate base 
cludes nothing on account of going 


concern value, is without foundation 
in fact. 


“None of these considerations has 
much, if any, bearing on the ascertain- 
ment of going value or the application 
of the rule that it is to be taken into 
account in confiscation cases. That 
element is not separate from or neces- 
sarily in excess of reasonable cost fig- 
ures attributable to the plant. The 
Secretary considered its location, the 
volume and flow of shipments, per- 
centages of sales to receipts, privileges 
in transit, cost of service, past history, 
future prospects, and other pertinent 
facts. Appellant does not claim that 
its past operations clearly reflect ex- 
cellence of service and low cost per 
unit in comparison with results at- 
tained by other stockyards, or that 
conditions affecting performance give 
dependable assurance of future growth 
and capacity to earn net returns at 
relatively low rates. See e. g. Mc- 
Cardle v. Indianapolis Water Co. 
(1926) 272 U. S. 400, 413, 71 L. ed. 
316, P.U.R.1927A, 15, 47 S. Ct. 144, 
149. Its evidence falls far short of 
condemning as arbitrary and confisca- 
tory the Secretary’s refusal to add a 
separate amount to his rate base to 
cover going concern value.” 

It is clear that the scheme of valua- 
tion adopted by the Commission fully 
recognizes the fact that the property 
dealt with is that of a going concern 
and that its separate elements are ap- 
praised as such and, consequently, that 
the value fixed for the property of the 
company is as an operative whole and 
as a going concern. To cite one item 
only, as illustrative of others, in fixing 
the value of the gas mains under- 
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ground, allowance is made not only for 
the cost of the pipes used for this pur- 
pose but for the expense of burying 
them underground which has been 
added as a part of the cost of the sys- 
tem. Unless this part of the property 
is considered and appraised as a part 
of a going concern it is obvious that 
the buried pipe is worth as much less 
than it was before it was buried, as 
would be the cost of digging it up. So 
of every appliance of the company 
located at its appropriate place in the 
system the expense of location would 
decrease the value of the property in- 
stead of increasing it unless it is con- 
sidered as a part of a going concern. 
It is, of course, unanimously agreed 
that the cost of installation of pipe 
lines and appliance is a proper element 
to enter into the rate base, whether 
historic cost or reproduction cost new 
less depreciation is accepted as such 
base. The point is that this universal- 
ly conceded method of evaluation 
necessarily involves an appraisement 
of the property as a part of a going 
concern. 

There is, therefore, no doubt that 
the Commission recognized the going 
concern value and also that it declined 
to make a specific allowance therefor 
in the rate base on the theory that that 
value was already reflected in the his- 
toric cost and in the rate base deduced 
therefrom so far as the company was 
entitled to have the value consid- 
ered. However, bearing in mind 
the long line of cases in which 
the Supreme Court has held affirma- 
tively that going concern value is prop- 
erty upon which the public utility is 
entitled to a reasonable return, and 
also the fact that the decision in each 
case is based upon the facts of the 


26 P.U.R.(N.S.) 


particular case, it is clear, we think, 
that the Supreme Court in Denye 
Union Stock Yard Co. v. United 
States, supra, did not hold that the 
mere appraisal of the specific items o 
property in the system as a part of, 
going concern is such full recognition 
of going concern value as is required 
by the law as laid down by the Supreme 
Court. In addition to the difficulties 
we have already pointed out in consid. 
ering and estimating going concem 
value is the fact that there is no def. 
nite and certain method of making ay 
appraisement thereof. A percentage 
on the value of the property is often 
adopted. It has been suggested that 
going concern value can be measured 
by the market value of the plant asa 
going concern over and above the 
physical property therein, but as mar- 
ket value has been expressly repudiat- 
ed as a basis for fixing the fair value 
of property devoted to public use be- 
cause it depends upon the rates fixed 
it will not do to resuscitate the doc 
trine with reference to this particular 
item of value. The opinions of ex 
perts in this case and in any other a 
to going concern value must depend 
in large measure upon the interpreta 
tion placed by the expert upon the 
decisions of the Supreme Court with 
reference to what elements constitute 
going concern value, so the opinion 
a mixed one of law and fact, and the 
opinions expressed thereon by experts 
are not particularly helpful in arriving 
at a just conclusion and are certainly 
not conclusive thereon. 

The Commission, in its brief, states 
that “. every dollar expended 
for the maintenance of the property 
in such splendid condition, the retire- 
ment of worn out and obsolete plants, 
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the training of the personnel, as well 
as all costs of promoting the expansion 
oi the business, have been a charge 
against consumers out of the operating 
expense allowed by the Commission 
in addition to the investor’s return.” 

We cannot say that there is so clear 
a showing of additional going con- 
cern value as would justify us in en- 
tirely rejecting the judgment of the 
Commission thereon. As stated by 
the Supreme Court, speaking through 
the Chief Justice, in St. Joseph Stock 
Yards Co. v. United States, supra, at 
p. 412 of 14 P.U.R.(N.S.): 

“The decisive point on this appeal 
is that, in seeking a separate allowance 
for going concern value, in addition 
to the value of the physical plant as 
found, and in maintaining that the 
property was being confiscated be- 
cause of the absence of that allowance, 
it was incumbent upon appellant to 
furnish convincing proof.” 

In view of the fact that the company 
has been allowed such large amounts 
for promotion and advertisement and 
has built up its going concern value 
entirely from the proceeds derived 
from its customers while conducting 
its business at a profit, and in view of 
the further fact that the going concern 
value is necessarily reflected to a large 
extent in the valuation of every part 
of its property, all of which is valued 
as a part of the system, it would seem 
that a relatively small additional 
amount should be allowed for going 
concern value. 

As we hereinafter indicate, the un- 
amortized portion of the cut-over ex- 
pense of $935,506.12 incurred in prior 
years may be included in the going 
concern value instead of in the operat- 
ing expense. 


We hold that it has not been con- 
vincingly shown that the Commission 
was in error as to going concern value 
except that we hold that $935,506.12, 
and no more, should be added to the 
fair value of physical properties for 
going concern value in lieu of the al- 
lowance by the Commission of this 
item as an operating expense. 


Obsolete Property 


Gas manufacturing plant. 

[8] The next question to consider 
is the investment in retired gas plants. 
The basic question is whether or not 
these plants are usable. Los Angeles 
Gas & E. Corp. v. California R. Com- 
mission, supra. If the manufacturing 
plants are rendered useless by reason 
of the introduction of natural gas, 
these items should no longer be in- 
cluded in the capital structure of the 
company. 

The Commission held the value of 
gas manufacturing capital not used or 
usable to be $1,733,344. The evi- 
dence justifies the conclusion of the 
Commission that these standby plants, 
to the extent of the amount mentioned, 
are no longer used or useful for public 
purposes. The fair value of the prop- 
erty of the company used and usable 
for public purposes should be reduced 
by the amount of $1,733,344. 


Reproduction Cost New 


[9, 10] The cost to reproduce new, 
less depreciation, is not the equivalent 
of the value of the property. It is evi- 
dence of the value. The ascertainment 
of a reproduction cost new in rate- 
making cases is not a matter of exact 
equivalent upon the market of supplies, 
and the cost of labor on the date the 
rates go into effect, or on any other 
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particular day. The value to be as- 
signed to the cost of reproduction new 
depends upon many variables. The 
selection of the particular cost to be 
used is a matter of judgment. The 
courts have indicated that in estimat- 
ing the cost of reproduction new the 
data should not be confined to any par- 
ticular day but should represent as 
near as may be averages maintaining 
through a period which represents a 
reasonable time for the actual recon- 
struction or duplication of the prop- 
erty. For the purpose of ascertaining 
the cost of reproduction new on the 
date the rates go into effect, the aver- 
age construction and material cost for 
a substantial period must be consid- 
ered. After obtaining a result based 
upon such calculations and predicated 
upon a certain period of years it is 
important also to note the price trends 
to determine the value of the property 


at the time of and immediately suc- 
ceeding the date upon which the rates 


are fixed. If the prices have an up- 
ward tendency that fact should be re- 
flected in the rate base. On the other 
hand, if the tendency is downward 
that fact should be considered. In the 
case at bar witness McNamara, who 
testified as to reproduction cost new, 
set forth his estimates of cost to re- 
produce new at the average prices for 
the years 1928 to 1932, for a 4-year 
average, July 1, 1929, to June, 1933, 
and for a 6-month average, January 
to June, 1933. 

The master accepted McNamara’s 
figures as uncontradicted and taking an 
average for the four years which would 
be required to reproduce the property 
found the present value as new for 
the period of the operation of the rates 
to be $117,014,158. 
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As the company does not complain 
of the special master’s average, and 
furnished the testimony upon which 
it is based, and does not object to the 
inclusion of 1933 in the average, we 
will not. 

After stating the economic condi- 
tions in his report and after discussing 
$117,000,000 as an average reproduc- 
tion cost, the master says: 

“TI would be inclined, nevertheless, 
despite the logical implication of the 
reproduction cost method in taking 
care of the time element to adopt a 
lower figure, say $115,000,000, or 
even the spot figure of July 31, 1933, 
$114,329,363.” Nevertheless, the 
master fixes the value of the compa- 
ny’s property as a going concern un- 
depreciated at $128,426,286 for the 
year ending July, 1934. He accepts 
the figure of $16,121,090, testified to 
by the company’s witness, as the de- 
preciation, leaving as the rate base 
$112,305,196. This figure, as we 
have already indicated, includes an 
estimate for going concern value of 
$10,000,000. We have held that the 
only item of going concern value 
which has been satisfactorily proved 
over and above the allowance therefor 
already incorporated either in histori- 
cal value or reproduction cost and not 
taken care of from time to time by 
allowance for operating expenses, is 
$935,506.12, the unamortized cut-over 
expense up to the end of 1933. If we 
accept the master’s figures otherwise, 
his rate base is too great by $9,064,- 
493.88. This would give a rate base 
of $103,240,703. Deducting there- 
from $1,733,344, the value of gas 
manufacturing capital not used or usa- 
ble which should not be included in 
the rate base, we have the balance of 
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$101,507,359 as the rate base derived 
from the cost of reproduction new less 
depreciation. 

[11] In considering this matter two 
major controversies arise in the case, 
one concerning the value of the trans- 
mission system composed of cast-iron 
pipes which have already exhausted 
a large part of the assigned useful life; 
the other concerning the standby 
manufacturing plants. Witness C. C. 
Brown contends that the cast-iron pipe 
laid with bell and spigot joints would 
no longer be laid in reproducing the 
company’s property; that instead, 
welded steel pipe would be used. He 
concludes that the expenditure of $6,- 
380,000 for repairs to prevent leaks of 
natural gas is an indication that the 
present system of cast-iron pipes is 
worth $6,000,000 less than a corres- 
ponding system of new cast-iron pipes 
(ignoring depreciation). The same 
witness also estimates that the plants 
of the company used for the produc- 
tion of manufactured gas for standby 
purposes could be replaced by plants 
to manufacture gas from _ butane, 
which could be built for $8,500,000 
less than the cost to reproduce new the 
manufacturing plants included in the 
company’s property for standby pur- 
poses. This witness’ estimate would 
be less by nearly $15,000,000 than the 
estimate of cost of reproduction new 
offered by the company’s witnesses. 

The witness McNamara claims that 
the Commission’s expert, witness 
Brown, is in error in estimating $2,- 


500,000 for the construction of butane 
gas manufacturing plants for the re- 
placement of the standby plants for 
which a value of $11,176,338 is 
claimed by the company as the cost to 
reproduce new. In the company’s es- 
timate, compressor and booster equip- 
ment having a value of $3,169,247 
was included which would reduce the 
difference between the cost of new 
butane plants and the cost to reproduce 
new the present manufacturing plants 
to a little less than $5,500,000. 

Willis S. Yard filed an affidavit on 
behalf of the company claiming that 
butane gas generators would not be 
a practical replacement for the present 
manufacturing plants because the 
product so produced could not be 
burned in the customers’ burners with- 
out adjustment, while the gas pro- 
duced by the present plants as already 


altered for that purpose, could be 
burned without alteration of the cus- 
tomers’ burners. 


An examination of the evidence 
shows that the greater proportion of 
the difference of $11,800,000 between 
the historic cost of the company’s 
property and the estimate of cost to 
reproduce it new is in the production 
property constructed before 1919 and 
in the transmission lines laid by the 
company before 1919. The difference 
in the former was $1,000,000 and the 
latter $10,000,000.? 

If we assume that in re-laying these 
transmission lines new welded steel 
pipe would be or could be used in lieu 





2 The company states in its brief: 

“Tt appears from that table that of the total 
of $11,800,000 by which the reproduction esti- 
mate exceeds the original cost, $1,000,000 is 
found in the property under the head of pro- 
duction capital which was in existence in 1919, 
and some $10,000,000 in property. under the 
head of distribution capital which likewise was 


in existence in 1919. This is in accord with 
Mr. McNamara’s affidavit and with the con- 
clusion which the master drew. 

“A large part of the production capital con- 
sists of plants for manufacturing gas, both 
those supplying communities not now served 
with natural gas and those now in use in the 
natural gas divisions as standby plants. 
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of the more expensive cast-iron pipe, 
with joints adapted to carry natural 
gas, it would not seem unreasonable 
for the Commission to allow the com- 
pany in its rate base the actual cost of 
the cast-iron pipe system rather than 
the lesser cost of laying new steel pipe 
with welded joints, or the cost of re- 
producing the cast-iron system new, 
particularly where allowance has been 
made in part for the cost of modifica- 
tion of the present system by the ex- 
penditure of several millions to equip 
the cast-iron joints to carry natural 
gas. If we bear in mind that neither 
historic cost nor reproduction cost is 
conclusive evidence of value for a 
rate base and that both should be con- 
sidered in arriving at the fair rate 
base, we cannot say that the Commis- 
sion erred in its conclusion to accept 
historic cost as to the transmission sys- 
tem. The same proposition is in- 


volved in the manufacturing plants 
where there is a difference of $1,000,- 
000 in the cost to reproduce new and 


in the historic cost. This is particu- 
larly true in view of the evidence that 
the plants could be replaced by a new 
plant equally effective with a saving 
of from $5,500,000 to $8,500,000. If 
the Commission had accepted the esti- 
mate of the witness Brown in its rate 
base we would be compelled to express 
an opinion on the conflicting claims 
as to the effectiveness of the butane 
gas production system proposed by the 
witness and opposed by the company’s 
witness McNamara, as above stated. 
We hold that there is no clear show- 
ing of error in including in the rate 
base the historic cost of these two 
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items, instead of the cost to reproduce 
new. This will reduce by $11,000,000 
the estimate of the value of the com. 
pany’s property and fix a rate base of 
$101,605,359 minus $11,000,000, that 
is, a rate base of $90,507,359. 

The rate base fixed by the Commis. 
sion ($105,000,000) depreciated by 
the amount of the depreciation reserve 
($13,051,839) is $91,948,161, which 
exceeds the value arrived at by the 
special master adjusted as above to 
$90,507,359. But the. Commission 
held, in effect, that the company was 
entitled to a reasonable net return on 
the depreciation reserve as compensa- 
tion for its annually accruing deprecia- 
tion. 


Gross Return 


[12] The Commission estimated the 
return reasonably to be expected from 
the new rates to be $20,400,000; the 
special master estimated such return 
at $20,198,318.29, basing his conclu- 
sion upon the returns actually received 
during the period the rates had been 
in effect. The actual return for the 
year 1934, at the rates fixed by the 
Commission, was $29,676.62 less than 
that estimated by the master. In the 
year 1935 the actual return had in- 
creased to $22,051,590.95, making a 
total increase based upon the new rates 
of $2,135,150.60, allowance being 
made for the decrease of $281,978.95 
of income taxes actually paid. In 
1936 the gross income for gas sold, if 
paid for under the new rates fixed by 
the Commission, was $23,887,263.61, 
which, after making allowance for 
overestimated taxes of $257,940.70, 





“The distribution capital consists of the dis- 
tribution systems in the various communities 
served. Those systems consist largely of 
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mains and service pipes. The distribution 
systems have for the most part been in exist- 
ence for many years.” 
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was $3,946,886.02 over the Commis- 


sion’s estimate therefor. 


It should be noted that the question 
as to the 1934 gross return is whether 
or not the estimate of the Commission 
was reasonable under all the circum- 
stances. If so, it is not material that 

Sthe return actually received was less 
than that reasonably anticipated. The 
view of the special master that the re- 
turn actually received was decisive on 
the question of confiscation was er- 
roneous. We accept the conclusion 
of the Commission that $20,400,000 
gross return for 1934 was reasonably 
to be anticipated if adjustments are 
made for average temperatures. 

The special master relied upon the 
decision of the Supreme Court, writ- 
ten by Justice Cardozo, in West Ohio 
Gas Co. v. Ohio Pub. Utilities Com- 
mission (1935) 294 U. S. 79, 79 L. 


ed. 773, 6 P.U.R.(N.S.) 459, 462, 
55 S. Ct. 324, wherein it is stated: 
“A forecast gives us one rate. A 


survey gives another. To prefer the 
forecast to the survey is an arbitrary 
judgment.” This statement, however, 
was addressed to the action of a Pub- 
lic Service Commission which on 
March 10, 1933 (1 P.U.R.(N.S.) 61) 
fixed a rate to be retroactively applied 
from August 16, 1929, to February 
16, 1933, and ignored the evidence 
that the actual net revenue for both 
1930 and 1931 was inadequate, and 
based its rate upon the revenue and 
expense for the year 1929. Had the 
rate been established in 1929 instead 
of in 1933 the situation would have 
required prophecy on the part of the 
rate-making body and its conclusion 
could not have been overborne by sub- 
sequent actual experience in determin- 
[2] 


17 


ing whether the rates were reasonable 
when fixed. 

The case of McCart v. Indianapolis 
Water Co. (1938) 302 U. S. 419, 82 
L. ed. 336, 21 P.U.R.(N.S.) 465, 58 
S. Ct. 324, also is not inconsistent with 
our conclusion. In that case the pub- 
lic utility company brought an action 
to restrain the enforcement of an order 
fixing a temporary schedule of rates. 
Pending its further investigation, an 
interlocutory injunction was denied 
and the rates became effective. On 
December 30, 1932, the Public Service 
Commission adopted different and per- 
manent rates effective January 1, 
1933. This order was attacked by an 
amended and supplemental complaint 
but no interlocutory injunction was 
sought and the rates became effective. 
The special master to whom the mat- 
ter was submitted on April 18, 1934, 
offered to receive evidence of the ac- 
tual return and expenses of the com- 
pany for the year 1933, but both par- 
ties declined to present such evidence. 
The decree of the district court was 
not entered until November 29, 1935 
(13 F. Supp. 110, 12 P.U.R.(N.S.) 
478). The Supreme Court held that 
the district court should have received 
evidence of the actual operation of the 
rate-making ordinance in view of the 
fact that the ordinance had been in 
effect and the court was only con- 
cerned with the question of whether 
or not the rates were confiscatory at 
the time the decree was made or to be 
made. This case is not authority for 
the impossible proposition that a rate- 
making body can only fix rates retro- 
spectively. Its duty is to fix rates in 
advance and such rates are to be tested 
by the conditions known to it and as- 
certained as nearly as possible for the 
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future. If the rates so ascertained are 
reasonable they are valid and cannot 
be enjoined unless and until it is shown 
that the rates, reasonable when or- 
dered, have since become unreasonable 
and confiscatory ; and by the same rule, 
if the rates, unreasonable when made, 
have become reasonable by reason of 
changed conditions the rates should 
for such period be enforced. 

Hence, we must determine whether 
the Commission’s order was confisca- 
tory for the year 1933, judging the 
order by the information then known 
to the Commission, and accepting its 
estimate of revenue, unless standing 
in its shoes we can say that the esti- 
mate of revenue and expense was 
clearly erroneous. If we hold this 
order nonconfiscatory for 1933, it 
must be conceded to be valid for 1934, 
1935, and 1936 when the returns were 
greater. 


The city of Oakland, intervener, 
takes the position to the contrary and 
contends that if the rates for the peri- 
od from July 1, 1933, to May, 1936, 
based upon an average return for the 
whole period, give a fair return, the 
rates will not be held confiscatory for 


any part of the period. In pursuance 
of this theory it furnishes tables from 
which it deduces a return of 6.21 per 
cent for the first year (1933-1934) ; 
a return of 7.23 per cent for the period 
(1934-1935), and a return of 8.28 
per cent for the nine months (July 1, 
1935, to April, 1936)—an average of 
7.23 per cent for the entire period. 
These conclusions are based upon the 
Commission’s estimate modified by ac- 
tual results, and omitting amortization 
charges for the whole period aggregat- 
ing $2,271,243.06. Similarly, using 
the special master’s sinking-fund 
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method for estimating depreciation, 
and the Commission’s rate base 
($105,000,000) less accrued deprecia. 
tion ($12,051,839), which equals 
$91,948,161, the city of Oakland 
claims an average return of 7.41 per 
cent as follows: 6.24 per cent, 7.4] 
per cent, 8.48 per cent, for the respec. 
tive periods above mentioned. In sup. 
port of its contention the city relies 
upon the decisions of the Supreme 
Court in United Gas Pub. Service Co, 
v. Texas (1938) 303 U. S. 123, 8 
L. ed. 702, 22 P.U.R.(N.S.) 113, 58 
S. Ct. 483; St. Joseph Stock Yards 
Co. v. United States (1936) 298 U. 
S. 38, 80 L. ed. 1033, 14 PUR 
(N.S.) 397, 56 S. Ct. 720; West Ohio 
Gas Co. v. Ohio Pub. Utilities Com- 
mission, supra. These cases hold that 
it is proper and necessary in making 
estimates of returns under a proposed 
rate-making order that a period of 
years be considered, rather than a 
single test year. In the main, these 
cases deal with the duty of the rate. 
making body, which is prospective, 
and consequently, refer to past years 
of experience rather than to actual 
experience under the rate-making or- 
der. The decision in United Gas Pub. 
Service Co. v. Texas, supra, was ren- 
dered on an appeal from the courts of 
Texas, where the rate-making order 
was not effective until ordered er- 
forced by the court which considered 
the whole matter de novo. It was held 
that the trial court could and should 
consider the period up to the time of 
trial (spring of 1934) as well as the 
4-year period prior to July 31, 1932, 
but the case on appeal “. . must 
be judged as it stood before the trial 
court” in March, 1934, and not as it 
stood on appeal in October, 1935, nor, 
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ns we may add, not as it stood on ap- 
neal to the Supreme Court in Febru- 
pry, 1938. This decision must be read 
n the light of the power of the Texas 
ourt under the law of Texas to con- 
ider the question of whether the rates 
hre reasonable and just. See statutes 
ited in the Supreme Court decision 
pnd quoted in the footnote thereto 

Arts. 6058, 6059, Rev. Civil Stats. 
of Texas (1925)). We have already 
onsidered the case of West Ohio Gas 
‘0. v. Ohio Pub. Utilities Commission, 
upra, and have shown that the rates 
here considered were fixed in March, 
1933, retroactively for the period from 
August 16, 1929, to February 16, 
1933. 

We hold, then, that the estimated 
income of $20,400,000 for the com- 
pany should be decreased by the esti- 
mated expenses if reasonable in deter- 


nining the validity of the order.® 


If we take the amount of gas actual- 
ly sold and increase it by the amount 
vhich would have been sold in the 
ear of average temperature and 
harge for the amount of gas thus 
determined at the new rates for the 
year 1933-1934, we get an amount 
exceeding by $500,000 the actual re- 
eipts at the new rates. 


Net Income 


Using the deductions from the gross 


return, allowed by the special master 
for expenses, to find the net income, 
and using the actual gross income of 
the company ($19,794,572.81), ad- 
justed at the rates fixed by the Com- 
mission for the gas sold, we find they 
would give a net income upon the rate 
base fixed by the master ($112,305,- 
196) of 3.89 per cent for 1934, and 
similarly upon the gas sold at the 
rates fixed by the Commission of 5.8 
per cent for the year 1935, and of 7.8 
per cent for the year 1936. 

Upon his estimate of a return of 
3.89 per cent the special master held 
the rate to be confiscatory and the rate- 
making order consequently void. The 
larger return for subsequent years 


(1935, 1936) was not before him. 


Net Return on Historic Cost 


The special master found a going 
concern value of $10,000,000. Add- 
ing this to the historic cost as deter- 
mined by him ($104,941,158) we get 
an undepreciated rate base of $114,- 
941,158. Deducting depreciation (esti- 
mated by the special master on the his- 
toric cost basis as $13,051,839) the 
rate base would be $101,889,319. The 
net income, allowing deductions as de- 
termined by the special master would 
be 4.7 plus per cent thereon for the 
year 1934, 6.8 per cent for 1935, and 
8.6 per cent for 1936.* 





3 Table omitted shows estimates of revenues, 
expenses, historical cost, and findings by Com- 
mission. 

4 For convenience in the consideration of the 
various items entering into the rate base and 
nto the appropriate deductions from the gross 
income, it should be noted that with a rate 
base of $100,000,000 a variation of $1,000,000 


ission on the fair value of the company’s 
property as reasonable (6% per cent) on the 


rate base of $100,000,000, a variation of 
$15,000,000, in the rate base would vary the 
return by a like amount (1 per cent). The 
difference ($7,305,196) between the rate base 
adopted by the Commission ($105,000,000) 
and that adopted by the special master ($112,- 
305,196) accounts for about 4 of 1 per cent 
in the rate of net return. 

Table VI shows the conclusion of the spe- 
cial master on lives and values used in his 
estimate of a sinking-fund+annuity. [Table 
omitted. ] 
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Deductions Allowable from Gross 
Income to Determine Return 


With reference to the proper allow- 
ances for operating expense and de- 
preciation there are quite a number of 
differences between the parties herein 
but, first we will consider some of the 
larger items in dispute. 

[13, 14] Cut-over and repair. One 
item is $982,165 for amortization of 
expenses incurred in previous years. 
One of the expenses, cut-over ex- 
pense, was for adjusting appliances 
belonging to consumers to adapt such 
appliances to use natural gas when it 
was substituted for manufactured gas. 
The cost was incurred in the years 
1929 to 1932, but by permission of the 
Commission was amortized over a 
number of years. 


The other expense is for expendi- 
tures incurred in the years 1931 and 


1932, for repairing or modifying the 
cast-iron pipe system used in the com- 
pany’s distributing system to reduce 
gas leakage by placing metal or cement 


clamps about the pipe joints. Begin- 
ning in the year 1931, for the purpose 
of spreading over future accounting 
periods the costs then being incurred, 
this expense, instead of being charged 
directly into maintenance expense ac- 
counts, was entered in a suspense ac- 
count. 

For the amortization of these ex- 
penses the company claims a charge of 
$982,165 against revenue for the year 
ending July 1, 1934. 

It is clear that these items of past 
expense have no place in an estimate 
of expenses to be deducted in 1934 and 
thereafter in determining whether the 
net revenue to be derived from the new 
gas rates in 1934 and succeeding years 
26 P.U.R.(N.S.) 
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is so low as to be confiscatory. The 
cost of adjusting appliances owned by 
consumers was in the nature of an bee 
pense to get and to retain business 
The company elected to pay the ex. 
pense necessary to change over their 
customers’ appliances. Such expens 
may properly be reflected in the going 
concern value of the company’s busi. 
ness but not in its expenses for years 
subsequent to the year in which they 
were actually made. The expenditure 
made to repair the mains and pipes of 
the company’s distributing system was 
clearly to maintenance expense prop- 
erly chargeable in the years in which 
the expense occurred and was deduceti- 
ble from the revenue of those years, 
If, on the other hand, it be treated as 
a betterment or addition to capital be- 
cause such expense was made neces- 
sary by the change in the character of 
the gas transmitted, it should be in. 
cluded in estimating the fair value of 
the company’s property. 

The contention of the company with 
relation to these expenditures is that 
it was expressly authorized by the 
Commission to place them in a sus 
pense account and amortize them over 
the period of five years designated by 
the Commission in its orders, and that 
these orders were in effect orders per- 
mitting it an increased rate during the 
5-year period designated in the orders 
for amortization; that in practical ef- 
fect the Commission authorized the 
company to receive an addition of 
$982,165 net revenue for the year 
1934, and that the subsequent order 
fixing the rate under attack deprived 
them of that amount of income. 

We have no occasion to inquire in- 
to the extent of the authority of the 
Commission with reference to the 
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method of keeping the books of the 
public utilities controlled by it or the 
effect of its orders. The statute ex- 
pressly authorizes the Commission to 
indicate and direct the method of 
bookkeeping it required of the com- 
pany. The Commission, during this 
period, also made a number of orders 
temporarily fixing the rates to be 
charged by the company. 

The total amount expended for cut 
over from 1929 to 1932 was $1,972,- 
641.97. At the end of 1933 there 
remained of this amount $935,506.12 
not yet amortized. This large balance 
resulted partly because no amortiza- 
tion for these items was charged in 
1932. It follows that that portion of 


the allowance for amortization for 
cut-over expense amounting to $657,- 
350 should be rejected as an expense 
for 1933-1934. As to the portion of 


this amount as has already been re- 
covered by amortization as an expense 
of operation ($1,037,135.80 at the end 
of 1933) it would be manifestly unfair 
to add the amount to capital. 

The expenditure for stoppage of 
leaks sought to be amortized occurred 
in the years 1931 and 1932. What- 
ever may be said of these charges and 
whatever arrangement may have been 
made or agreed to by the Commission, 
it is quite clear that they are not ex- 
penses incurred in the year 1933 and 
should not be deducted from the gross 
revenues of that year for the purpose 
of determining whether the rates fixed 
for that year are confiscatory. From 
the constitutional standpoint the ex- 
penditures for stopping leaks must be 
treated either as past expenses ap- 
plicable to the years in which they 
occurred and therefore not to be re- 
couped in subsequent years, or as bet- 


terments added to capital, or, prefer- 
ably, as we will subsequently develop, 
as an allowance for past accrued de- 
preciation to be considered in deter- 
mining the sufficiency of the annual 
depreciation allowance made by the 
Commission for 1933-1934. 


Amortization of Useless Gas 
Manufacturing Plants 


[15] The Commission allowed 
$150,000 per annum for the amortiza- 
tion of the loss resulting from the 
manufacturing gas plants no longer 
used or useful for that purpose. The 
company claims it should have been 
allowed $238,092 per annum for this 
purpose, which was allowed by the 
special master. Upon the question of 
confiscation we are concerned only 
with a reasonable return upon prop- 
erty used or useful. Consequently, no 
allowance should be incorporated in 
the fair value of the company’s prop- 
erty to cover these items nor should 
any amount for amortization be in- 
cluded in the deductions from gross 
revenue. The sum of $150,000 is not 
deductible as an operating expense. 


Accrued and Annual Depreciation 


[16-18] One of the principal dif- 
ficulties in fixing just compensation 
for the use of the property of a public 
utility arises from the fact that such 
property continuously depreciates. To 
make a proper annual allowance for 
such depreciation and to ascertain its 
present value by a deduction of the ac- 
crued depreciation are the two phases 
of the problem. It is settled that in 
determining the fair value of the prop- 
erty for rate-making purposes it is 
essential that accrued depreciation be 
deducted from the cost to reproduce 
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new in using that evidence for the 
determination of the present value of 
the property. Similarly, in using the 
evidence of historic cost to determine 
present value there must be an ap- 
propriate deduction for accrued de- 
preciation. The rate base should lie 
somewhere between the historic cost 
depreciated and the reproduction cost 
new depreciated. 

The Supreme Court has held repeat- 
edly that the question of confiscation 
is not a question of formulas, modes, 
or methods used in arriving at the 
rate, but whether or not, under all the 
circumstances, just compensation for 
the use of the property of a public util- 
ity at its present value has been denied. 
Under the Constitution the objective 
of the rate maker should be to ascer- 
tain the actual depreciation for the 
year or years in which the rates will 
be effective and to allow such deprecia- 
tion as deduction from gross income; 
and, also, in measuring the return up- 
on capital, to ascertain the value of the 
property as depreciated at the time of 
its use, as stated by Justice Butler 
speaking for the Supreme Court: 

“The just compensation safeguard- 
ed to the utility by the Fourteenth 
Amendment is a reasonable return on 
the value of the property used at the 
time that it is being used for the public 
service. And rates not sufficient to 
yield that return are confiscatory.” 
Public Utility Comrs. v. New York 
Veleph, Go, 271 'U. §. 23,:51,.70'L. 
ed. 808, P.U.R.1926C, 740, 744, 46 
S. Ct. 363. 

Notwithstanding the decision of the 
Supreme Court in that case that an 
excessive depreciation reserve be- 
longed to the company and could not 
be utilized by the Board of Public 
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Utilities to eke out its estimate of in. 
come in later years, the Supreme Court 
has recently in a number of cases rec. 
ognized the use of a sinking fund to 
take care of the annual and accrued 
depreciation. Clark’s Ferry Bridge 
Co. v. Pennsylvania Pub. Service 
Commission (1934) 291 U. S. 227, 
78 L. ed. 767, 2 P.U.R.(N.S.) 225, 
54 S. Ct. 427; see also, Dayton Power 
& Light Co. v. Ohio Pub. Utilities 
Commission (1934) 292 U. S. 290, 
78 L. ed. 1267, 3 P.U.R.(N.S.) 279, 
54 S. Ct. 647. By this method the 
company may invest its depreciation 
reserve as it sees fit, thus having the 
use of it long before the property 
requires replacement, but is charged 
a reasonable rate of interest thereon 
so that the sum of the annuities plus 
the interest shall equal, as near as may 
be, the average value of the property 
during its life expectancy. The court 
held that there was no confiscation of 
property inherent in such a plan and 
that the question of whether or not 
the allowance of depreciation thus 
made was reasonable was one of fact 
to be determined, in the first instance, 
by the rate-making body. The Com- 
mission, according to its opinion in 
this case, has “during its entire his- 
tory” used the historical cost of prop- 
erty undepreciated with land at its 
present market value as the rate base, 
and to quote from its opinion, “con- 
sistent with this, it has used the sink- 
ing-fund method to determine the al- 
lowance for depreciation to be includ- 
ed in operating expenses.” That is, 
as appears by its opinion in this mat- 
ter, it has determined the life expectan- 
cy of the various elements of depreci- 
able property involved, and has as- 
signed to each a depreciation annuity 
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which at 6 per cent compound interest 
from the date it accrues until the end 
of the life expectancy would equal the 
cost (not the average or present val- 
ue) of the property. This method, it 
will be observed, takes no account of 
the fluctuating value or cost of the 
various elements entering into the 
property but assigns to each a value 
(its cost when acquired by the utility 
company, if prudently acquired) which 
remains constant during its entire 
life. There is no place in such a rate- 
making plan for the use of the present 
value of the property, or average val- 
ue, as determined from cost of repro- 
duction new or otherwise. It follows 
that as the costs decrease, thus decreas- 
ing the present value of the property, 
the depreciation allowance fixed by 
the Commission would be too high, 
| and as the reproduction costs increase 
the allowance would be too low. But 
the task of the court to determine 
whether or not a rate is confiscatory 
relates to the value of the property at 
the particular time when the rates un- 
der attack are to be effective. The 
question of confiscation is determined 
for this period by the return on the 
present value, notwithstanding the 
fact that a different method may have 
been used by the rate-making body in 
arriving at its conclusion. The Com- 
mission fixed the depreciation annuity 
for the company’s property at $1,769,- 
119. The depreciation reserve car- 
ried on the books of the company at 6 
per cent compound interest amounted 
to $13,051,839. The Commission de- 
termined that 6 per cent interest on 
this reserve ($783,110) plus the above 
annuity of $1,769,119 ($2,552,229 in 
all), was reasonable compensation to 
the company for the depreciation which 


would accrue during that year (1933), 
based on historical cost of the depre- 
ciable property of the company.® It 
also allowed for income upon the ac- 
crued depreciation by using an unde- 
preciated rate base. The net result of 
the Commission’s plan is that the pub- 
lic utility obtains its return at the rate 
fixed by the Commission upon its en- 
tire capital investment including the 
portion which has been lost by reason 
of deterioration. The rate fixed by 
the Commission in this case is estimat- 
ed by it at 6% per cent. Thus, while 
the company is charged with 6 per cent 
interest on its accrued depreciation as 
an addition to its depreciation reserve, 
it is allowed 6% per cent interest there- 
on in the rate of return. The difficul- 
ty in passing upon the question of con- 
fiscation herein is enhanced by the ne- 
cessity of translating this process of 
the Commission which, as it says, ig- 
nores present value, into one which 
must recognize and be based upon 
present value. This difficulty is fur- 
ther increased by the fact that capital 
expenditures of the company have 
been scattered throughout the entire 
history of the utility and hence, some 
of its capital expenditures were made 
at the time of high prices, and others, 
at the time of low prices. The Com- 
mission’s brief states that 80 per cent 
of the company’s property has been 
constructed since 1919 during a peri- 
od of relatively high prices. 

The witnesses for the company at- 
tempted to determine the accrued de- 
preciation by taking the same propor- 
tion of their estimate of the cost to 
reproduce new that the depreciation 
reserve set up on the books of the com- 





5 Tables omitted. 
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pany bore to the historic cost (13.9 
per cent). By this method, the fig- 
ure of $16,121,000 is arrived at as an 
estimate of the depreciation which had 
accrued prior to June 15, 1933. This 
method of translating the depreciation 
reserve based upon historic cost to one 
based upon reproduction cost ignores 
the fact that the depreciation reserve 
upon the sinking-fund basis does not 
at any time represent the actual accrued 
depreciation. This difficulty is met 
in part by the expert testimony of 
James T. Ryan, the company’s valua- 
tion engineer, based upon his intimate 
knowledge of the property and of its 
physical condition and of the reason- 
able life expectancy of such property. 
He fixed the amount of the deprecia- 
tion of the gas properties as a whole 
at not less than 12 nor more than 16 
per cent, “having a present condition 
of not less than 84 nor more than 88 


per cent.” 

The special master, in analyzing the 
testimony of this witness, concluded 
that the amount stated by the witness 
for accrued depreciation really repre- 
sented a depreciation reserve on the 


sinking-fund basis. The special mas- 
ter fixed the annual allowance for de- 
preciation at $3,099,581. He arrived 
at this figure by what he characterized 
as a modified sinking-fund basis up- 
on life expectancies of the various ele- 
ments of the property determined by 
him differently from the determina- 
tion of the Commission. To reach 
this conclusion he deducts from depre- 
ciable capital ($113,097,966) valued 
at reproduction cost, the accrued de- 
preciation claimed by the company 
of $16,121,090, leaving a depleted 
value of $96,976,876, for the depre- 
ciable capital. He finds the sinking- 
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fund annuity applicable to such base 
to be $2,132,326. To this annuity 
he adds 6 per cent interest on $16, 
121,090, or $967,265, giving $3. 
099,591. By this method the $16. 
121,090 estimated depreciation re. 
serve is deducted from the rate base 
and at the same time taken as the 
fund in the theoretical reserve to which 
is added each year 6 per cent interest 
thereon for the reserve, plus the an- 
nuity of $2,132,326. That the differ. 
ence between the result arrived at by 
the Commission and by the special 
master is due in part to the acceptance 
by the latter of different life expectan- 
cies for different elements of proper- 
ty, and in part to the use of higher val- 
ues as reproduction cost new is shown 
by his estimate that the depreciation 
annuity on the historic cost basis 
should be $1,901,390, to which should 
be added 6 per cent on the deprecia- 
tion reserve, giving a total of $2,684, 
500, as an estimate of the annual 
amount to be accumulated in the de- 
preciation reserve. 

Gilbert M. Thomas, an expert wit- 
ness for the company, made an aff- 
davit to the effect that he had comput- 
ed the straight-line depreciation ex- 
pense using the lives recommended 
and used by the witness Travis in his 
affidavit, offered in evidence by the 
Commission, and the estimated repro- 
duction cost new stated by J. T. Ryan 
in his affidavit, and found that the de- 
preciation expense so developed was 
not less than $4,046,771, but that by 
using the cost of reproduction new and 
the lives which the witness assigned 
to the various elements of the com- 
pany’s property, the depreciation al- 
lowance should not be less than $4,- 
865,698. These estimates are based 
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upon the straight-line method and ig- 
nore the sinking-fund theory. 

The question for our determination 
is whether the allowance for annual 
depreciation fixed by the Commission 
for the years 1934, 1935, and 1936 is 
clearly shown to be unreasonable. 

We have already indicated that the 
Commission is justified in accepting 
this historic cost for transmission 
lines and production plant in lieu of 
the reproduction cost thereof. This 
would reduce the depreciable property 
by about $11,000,000 in value and 
would have a corresponding effect up- 
on depreciation allowance. The 


amount allowed for amortization for 
repair of cast-iron pipe lines was in 
effect an allowance for depreciation or 
obsolescence. At any rate, it could be 
only justified upon that theory, it ap- 
parently being the practice of the Com- 


mission to take care of obsolescence 
due to unexpected changes in the util- 
ity business by making special allow- 
ances for amortization of the loss as 
an operating expense, which is con- 
sistent with its plan for a full return 
of capital. While we have held that 
these items are not proper charges 
against the gross income for the cur- 
rent years in which they were amor- 
tized, if these sums are regarded as 
an allowance for obsolescence, they 
should be added to the amounts for de- 
preciation and thus to the deprecia- 
tion reserve. The effect would be the 
same upon the net income whether 
they are deducted in one form or the 
other. 

With reference to lives assigned to 
the property by the Commission we 
see no clear and unequivocal reason 
for departing from their estimate, 
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notwithstanding the conclusion of the 
special master. 

It should be noted also that aban- 
doned and obsolete property has been 
written off against the depreciation 
reserve when it ceased to serve a use- 
ful function and that the physical 
properties of the company are well 
maintained. 

We conciude that the sinking-fund 
annuity of $1,769,119 allowed by the 
Commission, plus 6 per cent interest 
on the depreciation reserve, $783,- 
110.34, plus the net return on the same 
amount included in the rate base (es- 
timated at 63 per cent by the Commis- 
sion $870,123.50, plus the amount al- 
lowed by way of amortization of the 
pipe repair suspense account $324,815, 
making a total of $3,747,167.84 can- 
not be said to be so clearly erroneous 
as to require us to reject it. 

It follows that for the purpose of 
ascertaining the net returns on the de- 
preciated base—the value of the com- 
pany’s property—the amount charge- 
able against the gross income for the 
year 1933-1934 as a depreciation an- 
nuity and allowance should be $1,- 
769,119, plus $870,123.50, plus $324,- 
815, which equals $2,964,057.50. We 
will consider the proper allowance for 
the years 1934-1935 and 1935-1936 
later when dealing with that subject. 


Other Controverted Deductions 


In the first brief of the Commission 
on this hearing tables are presented 
which indicate the actual results stip- 
ulated (Table I) and other tables 
showing the points of difference be- 
tween the claims of the Commission 
and the findings of the special master. 
(Tables entitled “Comparison of Re- 
sults’ and “Acceptable Results,” 
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which the Commission says it “may 
concede for the purposes of this 
case.” ) These tables are shown in the 
footnote® and will be utilized as a basis 
for our discussion of the points in dis- 
pute and for our decision thereon. 

The final reply brief of the com- 
pany, filed July 15, 1938, points out 
the particulars in which the ‘‘accept- 
able results” shown in the footnote 
are not acceptable to it, as follows: 
(1) gross revenue; (2) amortization 
of cut-over and extraordinary leak- 
age expense; (3) allowance for gener- 
al and administrative expense, fire and 
casualty insurance; (4) allowance for 
uncollectible accounts; (5) taxes; (6) 
amortization of retired gas plants. 
We have already considered all items 
thus mentioned except items (3), (4), 
and (5). We will now consider these 
three points of difference. 


General and Administrative Expense; 
Fire and Casualty Insurance." 


Item (3) is stated by the Commission 
as $702,000. The amounts expended by 
the company, and the amount allowed 
therefore by the special master is shown 
in Table I of the footnote. [Omit- 
ted here.] The amount shown as ex- 
pended for these items for the year 
ending July 15, 1934, is the sum of 
$707,023.84 for general and admin- 
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istrative expense; $77,163.94 for in. 
juries and damages; $26,872.75 for 
insurance, making a total of $811. 
060.53. The allowance of the special 
master for these respective items was 
$638,905.77, $77,520.55, and $26. 
862.24, a total of $743,288.56. The 
amount claimed by the company for 
the special master for these respective 
items was $672,472.09, $77,520,55, 
and $26,862.44, a total of $776- 
854.88. The special master disal- 
lowed+$12,840.27, donations to chari- 
ties ; $2,147.78, legal fees, in connec- 
tion with the income tax returns for 
1924-1930 as not likely to be again 
required in 1933 ; $420.80 legal fee for 
water and power legislation as not 
properly chargeable to the gas depart- 
ment, and $1,524.91 for the expense 
of publishing a company magazine 
which had been discontinued; and 
$16,632.56 fees and expenses in this 
case; making a total disallowance of 
$33,566.32 from the item of $672,- 
472.09 claimed by the company. The 
other two items ($77,520.55 and $26, 
862.44) were allowed by the special 
master for the full amount claimed by 
the company. 

The items of general and adminis- 
trative expense, injuries and damages, 
and insurance, going to make up the 
total of $792,000 fixed by the Com- 





6 Tables omitted. 

7It should be stated that the items of “Gen- 
eral and Administrative Expense,” “Insur- 
ance,” and estimates for “injuries and dam- 
ages” are a prorate to the gas department of 
the total expenditures of the company for 
these items, such expenditures being prorated 
in proportion to the gross revenue received by 
each department and, therefore, fluctuates with 
the relative fluctuation of such gross revenues. 
It is quite clear that in separating the business 
of the company into two departments—gas and 
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electric—for rate-making purposes, thus re- 
quiring each department to furnish a noncon- 
fiscatory net return on the capital devoted to 
that business, that the damages and injuries 
of each department should be separately ascer- 
tained, and that injuries received in one de- 
partment should not be paid for in whole or 
in part from the income of another. This 
question is discussed in the earlier briefs filed 
herein but on final hearing no serious point is 
made of it as the Commission’s “acceptable 
results” clearly recognize such division. 
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mission, is based upon the testimony 
of E. F. McNaughton, and is itemized 
in Exhibit 4, shown below.® 

The item for fire insurance reserve 
of $78,000 is conceded to be excessive 
for the reason that fire insurance 
could be procured from insurance com- 
panies, and the premium therefor 
would be only $50,000, of which the 
gas department’s pro rata would be 
$26,862.44, the amount allowed by 
the special master. For injuries and 
damages the Commission allowed $80,- 
000, which was accepted by the special 
master. The witness Thomas, for the 
company, fixed the amount at $115,- 
000, and the witness Hodges fixed it 
at $122,908, as a proper accrual to the 
reserve. Both used as the basis .55 of 
one per cent of gross revenue as an es- 
timate of the reserve for injuries and 
damages, but used different estimates 
of gross income, hence the difference 
inestimates. It was claimed that thir- 
teen years’ experience had shown that 
this was a proper allowance and that 
only $70,000 remained in the reserve 
applicable to the gas department. The 
actual charges to this reserve for the 
thirteen years ending December 31, 
1932, was $3,357,035.70, which was 
.51 of one per cent of the gross oper- 
ating revenue $663,081,289.46 for the 
same years. This relationship between 
gross revenue and the amount required 
to pay claims for injuries and damages 
may give a convenient method of com- 
puting the required allowance, but 
there is no such actual relation of 
cause and effect as would justify or 
require the acceptance of a ratio of .55 
of one per cent of the gross income as 
a proper or necessary allowance there- 





8 Table omitted. 


for. On the other hand, the actual 
losses of the company because of in- 
juries and damages for the years end- 
ing May, 31, 1931, 1932, and 1933, 
were respectively $87,979.48, $48,- 
562.06, and $41,317.94, an average 
of $65,956.29. The item for the year 
ending May 31, 1934, was $77,520.55. 
There is no adequate reason for in- 
creasing the allowance by the Com- 
mission of $80,000. 

We do not find it necessary to go 
into the question of contributions to 
charity, as the Supreme Court has held 
in West Ohio Gas Co. v. Ohio Pub. 
Utilities Commission, supra, that al- 
lowance of such amounts depends up- 
on the question of whether or not the 
company was substantially benefited 
thereby, and the Commission has made 
the allowance, evidently upon the the- 
ory that the company was so benefited. 
Some of the other items disallowed by 
the special master were not included 
in the amount allowed by the Com- 
mission. The item of $702,000 al- 
lowed by the Commission should be 
reduced by the sum of $51,137.66 
(the overestimate for fire insurance), 
and so reduced is fixed at $650,- 
862.34. 


Bad Debts 
[19] 


Item (4) is an estimate of 
the losses which will occur in 1932- 
1934 by reason of uncollectible debts. 
The Commission allowed $138,000, 
which was more than the average for 


the preceding four years ($124,- 
563.75) and, as it turned out, more 
than 1935 ($116,062.93) or 1936 
($121,206.45), but less than 1934 
($253,046.25), and less than the av- 
erage for 1934 to 1936, inclusive. 
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The witnesses before the Commission 
based their judgment of $138,000 up- 
on a study of the books of the company 
from which they estimated a loss of 
.59 of one per cent. We cannot say 
that the conclusion of the Commission 
was unreasonable. 


Taxes 


The corrections made in Exhibit 4 
referred to in the stipulation have 
taken care of the deductions in Fed- 
eral income tax and state taxes for 
which the Commission contends. 


Summary 


To summarize our conclusions on 
these differences, we find, (1) gross 
revenue for 1934 to be reasonably es- 
timated at $20,400,000; (2) the 
amortization for pipe repair expense 
of $324,815 should be disallowed as 
an expense but allowed as a recogni- 
tion of depreciation to be included in 
the depreciation annuity. The item 
of $657,815 for cut-over expense 
should be disallowed excepting as re- 
flected in going concern value, as 


heretofore discussed and allowed; (3) . 


the allowance for general and admin- 
istrative expense, fire and casualty in- 
surance, injuries and damages, at 
$702,000, less $51,137.66 for fire in- 
surance being the difference between 
the amount allowed of $78,000 and 
the amount conceded to be reason- 
able, $26,862.44, an aggregate of 
$650,862.44 ($702,000 less $51,- 
137.66) is the amount found by the 
Commission for this item less the cor- 
rection. No point is made on review 
of the special master’s findings con- 
cerning other items he disallowed ag- 
gregating $33,568.32, supra. 

26 P.U.R.(N.S.) 


Amendments to Table of Acceptable 
Results Shown in Note 6 [Tables 
omitted. ] 


To apply this summary we turn to 
the table of “Acceptable Results” and 
add to gross income the difference be. 
tween the Commission’s estimate of 
$20,400,000, and the actual gross rey- 
enue (adjusted) of $19,794,572.81, 
amounting to $705,427.19. We ac. 
cept the Commission’s estimate of $3,. 
780,000 for “production expense” as 
reasonable as against actual of $3, 
874,445.34 (a difference of $94, 
445.34, reducing expense by that 
amount). We also accept the Com- 
mission’s estimate of $293,000 for 
“transmission expense,” an increase 
over the actual ($270,012.44) of $22,- 
987.56; for distribution expense $2,- 
360,000 allowed by the Commission 
against $2,296,861.34 actual (an in- 
crease of $63,138.66) ; “commercial” 
$1,010,000, being more than actually 
expended ($1,006,974.47) by $3- 
625.53; new business allowance by 
the Commission $812,000, actually ex- 
pended $769,843.07 (a difference of 
$42,156.93 in amount allowed). Un- 
collectible accounts as allowed by the 
Commission $138,000, being less than 
the acceptable results ($162,279.62) 
by $24,279.62. The net result of these 
changes is an increase of only $3, 
183.68 in the expenses above men- 
tioned over the table of “Acceptable 
Results.” 

Taxes reéstimated we take at amount 
adjusted to reduced rates shown in 
Table I, at $2,362,029.88 [Table omit- 
ted.] Amortization of gas plants of 
$150,000 is disallowed. Deprecia- 
tion is fixed as above. Thus modi- 
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ed we have the table of “Acceptable 
esults” for 1933-1934, as follows: 


expenses at $15,402,438.62, and net 
return at $6,649,152.33, a return at 


1934 1934 
Acceptable Results As Claimed As Modified by Court 
by Commission in Brief 


Gross revenue 


Expenses of operation 
Transmission expense 


General and administrative, injuries, and damages 


Uncollectible accounts 

Taxes 

Depreciation 

Extra depreciation on retired gas plants 


Net revenue 


Taking the fair value of the prop- 
erty at $90,507,359 fixed as above the 
rate of return for the year 1933-1934 
is 6.6625 per cent. 

For 1934-1935 the gross return is 
increased to $22,051,590.95, and for 
1936 to $23,842,427.61 ; the expenses 
actual for 1934-1935 reported as $13,- 
515,654.07, plus depreciation $2,964,- 
057.50, gives a total of $16,479,711.57; 
deduct from this estimate of expense 
$238,092, for amortization of gas 
plants ; $567,202, for amortization of 
cut over and repairs, and $281,978.95, 
for taxes not required at reduced 
rates; a total of $1,077,272.95, leaves 


$20,400,000. 


$20,400,000. 

$3,874,445.34 $3,780,000.00 
270,012.44 293,000.00 
2,296,861.34 2,360,000.00 
1,006,974.47 1,010,000.00 
769,834.07 812,000.00 
702,000.00 650,862.34 
162,279.62 138,000.00 
2,362,029.88 2,362,029.88 
1,769,119.00 2,964,057.50 

150,000.00 


$13,363,565.16 
$6,030,050.28 


$14,369,949.72 


the rate of 7.3465 per cent on the fair 
value at $90,507,359. 

For the year 1935-1936, gross re- 
turn $23,842,427.61, operating expense 
$13,753,669.20, plus $2,964,057.50, 
depreciation gives a total $16,717,- 
726.70; deduct from expenses for re- 
duced taxes $257,940.70, for amortiza- 
tion of gas plant $238,092, for amor- 
tization of cut over and repairs $32,- 
248.31, a total reduction of $528,- 
281.01 gives an expense of $16,189,- 
445.69 which, deducted from revenue, 
gives $7,652,981.92, which gives a net 
return on capital of $90,507,359, of 
7.6215 per cent.® 





9In these calculations we have ignored the 
changes in the depreciation reserve due to the 
anntal addition of the depreciation annuity 
($1,769,119) and to the interest at 6 per cent 
on the whole reserve. These additions for 
1933-1934 amounted to $2,552,229 ($1,769,119) 
plus 6 per cent on $13,051,839 [$783,110.34], 
making the reserve at the beginning of 
1934-1935 $15,604,068, to which must be add- 
ed the depreciation annuity $1,769,119 plus 
6 per cent on the depreciation reserve of 
$15,604,068, amounting to $936,244.08, a total 
of $2,705,363.08 giving a depreciation reserve 
of $18,308,431.08 for the year 1935-1936. The 
interest on this amount at 6 per cent is 
$1,098,565.86 which exceeds the amount we 
have used in our calculations for 1935-1936 
by the difference between $1,098,565.86 and 


$783,110.34, supra, which is $315,455.52 (which 
represents .34853 of one per cent on the fair 
value of the company’s property). 

Assuming a straight-line depreciation which 
is the same from year to year as to the 
various items of depreciable capital, and fix- 
ing the annual depreciation for 1935-1936 for 
the same amount as above stated for the year 
1933-1934 at $3,747,167.34 the $315,455.52 ad- 
ditional interest on the depreciation reserve 
would decrease by that amount the necessary 
allowance from the gross returns for annual 
depreciation for 1935-1936. Consequently, the 
net revenue should be increased by that amount 
which would increase the rate of return from 
7.6215 per cent by the addition of .34853 per 
cent making a return of 7.97 plus per cent for 
the year 1935-1936. 
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[20] A good deal of attention is 
properly given in the briefs to the 
question of the rate of return which 
measures the limit of the rate-making 
power under the Constitution. The 
Commission found that a rate of 6% 
per cent was nonconfiscatory. The 
estimated net return for the year 1933- 
1934 is almost exactly that amount. 
The special master found the fair rate 
of return to be 7 per cent. The Com- 
mission found the reasonable cost of 
money to the company throughout 
its recent history to be 6.10 per cent, 
the maximum to be 6.19 per cent. We 
will not extend this opinion by an elab- 
orate presentation of the company’s 
financial dealings over a period of 
twenty years. It is sufficient to say 
that in view of the lowered rates of in- 
terest and the difficulties of securing 
safe investments recent decisions have 
shown a tendency to approve rates of 
return as low as 6 per cent. Arkansas 
Louisiana Gas Co. v. Texarkana 
(1938) 96 F. (2d) 179, 188, 24 
P.U.R.(N.S.) 267. 

The expense for new business al- 
lowed by the Commission was $812,- 
000. There seems no reason why the 
company could not economize in this 
item if its income had threatened to 
go below the point of confiscation. 
The company did in fact reduce the 
new business expense about $42,000. 
Certainly the company cannot claim 
to have the sole power over such ex- 
penditures and complain of confisca- 
tion because the revenues do not sus- 
tain such expenditure, and the allow- 
ance by the Commission of this item 


must be considered in the light of i 
other findings as to the net revenue. 

We conclude that the charge 9 
confiscation is not clearly shown }y 
this record. ; 


Findings of Fact 


Our findings of fact are that th 
fair value of the company’s property 
is $90,507,359; that its depreciatioy 
reserve in 1933-1934 was $13,051. 
839, should be $15,604,068 for 1934 
1935 and $18,209,431.08 for the year 
1935-1936; that the gross revenue for 
1933-1934 was properly estimated a 
$20,400,000, and the expenses plus de. 
preciation for 1933-1934 amounted to 
$14,369,949.72, leaving an estimated 
net revenue of $6,030,050.28, which 
is 6.6625 per cent of the fair value; 
that this return is reasonable and not 
confiscatory ; that the actual gross in- 
come for 1934-1935 at the new rate 
was $22,051,590.95; that the exper- 
ses plus depreciation as found above 
($2,964,057.50) are $15,402,438.62 
giving a net return of $6,649,152.33, 
or 7.3465 per cent on the fair value 
of $90,507,359. To this amount 
should be added $153,113.76 interest 
on the amount of the increase in the 
depreciation reserve, giving a net te 
turn of 7.50533 per cent for the year 
1934-1935. 


The actual gross income for 1935- 
1936, estimated for the full year, a 
the new rates was $23,842,427.61; 
that the expenses plus depreciation 
amount to $16,189,445.69, giving a 
net return of $7,652,981.92 of 7.6213 





Similarly, for the year 1934-1935 the differ- 
ence in interest on the reserve would be 
$153,113.76 (that is 6 per cent on the increase 
of $2,552,229). This amount would increase 
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the net return by that amount or by .15973 of 
one per cent, making the net return for 193+ 
1935 7.50538 per cent. 
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per cent on the fair value which is 
stipulated to be the same as in 1933— 
1934. To this return should be added 
$315,455.52, being 6 per cent interest 
on the amount of the increase in the 
depreciation reserve over that reserve 
in 1933-1934, making the net return 
for the year 7.97 per cent; that a rate 
of return of over 6.5 per cent is not 
confiscatory; consequently, that the 
order of the Commission has not re- 
sulted in confiscation of the company’s 
property. 

The foregoing summary of facts 
constitutes our findings of facts. Ar- 


rangements will be made for a refund 
under the supervision of the court. 

The decree will be that the plaintiff 
take nothing by this action and pay 
its own costs, the Commission also to 
pay its own costs, except as otherwise 
agreed. The final decree will be en- 
tered at once, the court retaining ju- 
risdiction to supervise the repayment 
of overcharges which have been im- 
pounded by the company in pursuance 
of a stipulation herein. The parties 
at once will submit a plan for the re- 
payment of such amounts, unless an 
appeal or rehearing is sought. 
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Re Utilities Power & Light Corporation 


[File Nos. 34-8, 52-3, 52-5, 52-9, 52-10, 59-1.] 


Parties, § 20 — Intervention — Protective committee — Conditions — Affiliated 


interest. 


Authority to intervene in reorganization proceedings was granted to a pro- 
tective committee for several classes of security holders only on condition 
that a copy of the Commission opinion on the motion for intervention ac- 
company any circulars or letters to security holders and that the commit- 
tee’s right as a party be limited to the exercise of such rights, and no others, 
as the security holders have empowered the committee to exercise on their 
behalf and that it be not permitted to maintain any position inconsistent 
with any representations made to security holders, where it appeared that 
all committee members were linked in some fashion with a holding company 
system interested in the junior securities of the company being reorganized. 


[September 20, 1938.] 


le to intervene in reorganization proceeding; granted 
subject to conditions. For later decisions, see post, pp. 35, 38. 


By the Commission: Harry Reid, 
Max McGraw, and B. B. Robinson, 
Tepresenting themselves as the “Gen- 
eral Protective Committee for Secur- 
ity Holders of Utilities Power & 


Light Corporation” (hereinafter re- 
ferred to as the “committee”), have 
filed a sworn petition to intervene in 
the above-entitled proceedings. These 
proceedings concern various proposed 
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plans of reorganization for Utilities 
Power & Light Corporation (a regis- 
tered holding company ), and also con- 
cern proceedings instituted by order 
of this Commission pursuant to § 11 
(b) of the act. Disposition of this 
petition is governed by § 19 of the 
act and by Rule XVII of the Commis- 
sion’s rules of practice. In so far as 
pertinent, these provisions are set 
forth in the margin.? 


The Atlas Corporation (which is 
the proponent of a plan of reorganiza- 
tion involved in these proceedings and 
which has been permitted by this Com- 
mission to intervene in all of the 
above-entitled proceedings) has filed 
objections to said petition to intervene, 
and the committee has filed a reply to 
the objections of the Atlas Corpora- 
tion. 

The committee purports to derive 


its authority to represent security 
holders from certain letters of author- 
ization executed by security holders of 
Utilities Power & Light Corporation. 
These letters of authorization were 
solicited pursuant to Rule U-12E-3(c) 


promulgated by the Commission 
which authorizes any person to solicit 
authorization for the restricted pur- 
pose of representing the owners of 
securities or claims “in connection 
with the negotiation, formulation, or 
development of a reorganization plan, 
or to appear before a court, Commis- 
sion, or other body in connection with 


such reorganization or the develop. 
ment of a plan,” provided that no such 
authorization constitutes a consent to 
or dissent from a reorganization plan, 
and provided further that certain ad- 
ditional conditions set forth in said 
rule are satisfied. 


It is clear from the record that the 
committee was organized by Howard 
C. Hopson, and that every member of 
the committee and its secretary and 
counsel are in some fashion linked 
with the Associated interests, and it 
is our conclusion that it was so organ- 
ized on behalf of Associated Gas and 
Electric system. Hopson selected 
Harry Reid, chairman of the commit- 
tee. Reid is an officer of a company 
in the Associated system. Reid did 
not select his fellow members on the 
committee, nor did he select the com- 
mittee’s secretary or its counsel. Hop- 
son also asked McGraw to serve as a 
committee member, McGraw being a 
personal friend of Mr. Hopson and 
having a substantial interest in the As- 
sociated system. The record does not 
specifically show who selected Robin- 
son as a committee member, but Rob- 
inson has on one occasion been em- 
ployed as a lobbyist in the pay of As- 
sociated Gas and Electric Company/ 
Sears, secretary to the committee, is 
an officer of a company in the Asso- 
ciated system. Counsel to the com- 
mittee, Clarence Ross, represented sub- 
sidiaries of Associated Gas and Elec- 





1Section 19 of the act (15 USCA § 79s) 
provides in part: “In any proceeding before 
the Commission, the Commission, in accord- 
ance with such ‘ules and regulations as it may 
prescribe, may admit as a party any 
representative of interested consumers or se- 
curity holders, or any other person whose 
participation in the proceedings may be in 
the public interest or for the protection of 
investors or consumers.” 
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Rule XVII of the Commission’s rules of 
practice provides: “Any person upon the 
proper showing of sufficient interest in the 
subject matter may, upon application in writ- 
ing to the Commission culy made, be allowed 
to intervene in any proceeding upon such 
terms and conditions as the Commission may 
prescribe.” 

2 Hearings before a Special Committee to 
Investigate Lobbying Activities, 74th Cong, 
Ist Sess. (1935) Part 3, at 1203, 1210-1211. 
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tric Company in the 77B proceedings 
of this debtor and, so far as the record 
shows, has never withdrawn as coun- 
sel to such interests. 

Reid testified that Hopson suggest- 
ed that the committee be organized 
because the Associated interests had 
a large investment in the debtor. As- 
sociated Owns some debentures and 
A, B, and common stocks of the debt- 
or, all of which are also represented 
by the committee which also purports 
to represent preferred stock. The 
holdings of the Associated system are 
through two subsidiaries. Associated 
Investing Corporation owns $145,000 
of debentures, and 1,000 shares of 
class B stock. Associated Utilities 


Corporation owns one share of class 
A stock; 335,745 shares of B, and 
362,809 shares of common stock. 
The committee claims to have au- 
thorizations, as of August 25, 1938, 


for $1,986,600 of debentures; 28,300 
shares of preferred; 550,774 shares 
of class A stock; 37,815 shares of B 
stock; and 504,574 shares of com- 
mon. These authorizations do not in- 
clude any of the securities owned by 
Associated. At the inception of the 
committee, the Associated interests 
gave the committee proxies for its 
securities, but these proxies were with- 
drawn in December, 1937, for the al- 
leged purpose of enabling Associated 
to appear in the reorganization pro- 
ceedings through separate counsel. 

Associated Investing Corporation 
and Associated Utilities Corporation 
have been allowed to intervene in the 
77B proceedings and in the instant 
proceedings before this Commission. 
They have participated extensively in 
the latter. 

It appears to be beyond question 
[3] 


that the committee is the instrument 
of the Associated interests. On the 
basis of the facts before us, there is 
every reason to suppose that its poli- 
cies and activities will be dominated 
by the wishes of Associated, and that 
it will not provide security holders 
with independent representation. In 
addition, it clearly appears that any 
committee which acts for all classes 
of security holders in this reorganiza- 
tion is representing conflicting inter- 
ests. For example, forceful repre- 
sentation of common stockholders in 
this situation must of necessity in- 
volve a challenge to the position of 
debenture holders and, perhaps, or 
preferred stockholders. 

On the other hand, as we have 
stated above, the committee claims to 
have substantial authorization from 
security holders, empowering it to ap- 
pear before this Commission in these 
proceedings; and in the committee’s 
letter of solicitation it recited that “all 
of the members of the committee have 
been asked to serve thereon by inter- 
ests friendly to the Associated In- 
vesting Corporation and Associated 
Utilities Corporation.” 

This C..nmission is exceedingly so- 
licitous that these proceedings be so 
conducted as to assure that all points 
of view receive as full consideration 
as is reasonably possible. Conse- 
quently, we have determined to grant 
the committee’s petition to intervene, 
subject to certain conditions herein- 
after stated. So far as the circum- 
stances may require, however, we 
shall take into account the facts con- 
cerning the committee’s connection 
with the Associated interests and its 
representation of conflicting classes of 
securities of the debtor in determin- 
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ing the weight to be given to evidence 
adduced by it and to the positions 
which it seeks to support. 

The committee will be allowed to 
intervene subject to the conditions 
that a copy of this opinion shall ac- 
company any circulars or letters to 
security holders transmitted after the 
date hereof; and that the committee’s 
rights as a party will be limited to the 
exercise of such rights, and no others, 
as the security holders have empow- 
ered the committee to exercise on 
their behalf and that it will not be per- 
mitted to maintain any position incon- 
sistent with any representations which 
it has made to security holders. 

Our decision to permit this inter- 
vention must not be taken as an indi- 
cation of our views with respect to 
the committee’s qualifications to act 
for security holders under any of our 


rules and regulations other than Rule 
U-12E-3(c), or otherwise, or to in- 
dicate any opinion of this Commis- 
sion with respect to the allowance of 
fees or expenses out of the estate to 
this committee. 


ORDER 


Harry Reid, Max McGraw, and 
B. B. Robinson, representing them- 
selves as the “General Protective Com- 
mittee for Security Holders of Util- 
ities Power & Light Corporation” 
having heretofore filed a petition to 
intervene in the above-entitled pro- 
ceedings ; and 

The Commission having on Sep- 
tember 16, 1938, entered an order 
granting such petition subject to cer- 
tain conditions contained in said or- 
der, and having on the same day en- 
tered its memorandum opinion in this 
matter; and 
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Counsel to said committee having 
on September 19, 1938, moved tha 
the Commission grant a rehearing with 
respect to said memorandum opinion: 
and 

A rehearing on said matter having 
been granted and held on September 
19, 1938: 

It is ordered that said memorandum 
opinion be amended in the following 
tespects : 

1. There shall be stricken from 
the fourth paragraph of said memo- 
randum opinion the sentence reading 
as follows: “It is clear from the rec. 
ord that the committee was_ organ- 
ized by Howard C. Hopson, on be- 
half of Associated Gas and Electric 
Company system, and that every men- 
ber of the committee and its secretary 
and counsel are in some fashion 
linked with the Associated interests”: 
and there shall be substituted in lieu 
thereof the following: ‘It is clear 
from the record that the committee 
was organized by Howard C,. Hop- 
son, and that every member of the 
committee and its secretary and coun- 
sel are in some fashion linked with the 
Associated interests, and it is our con- 
clusion that it was so organized on be- 
half of Associated Gas and Electric 
Company system.” 

2. There shall be stricken from the 
fifth paragraph of said memorandum 
opinion the sentence reading as fol- 
lows: “Associated owns some secut- 
ities of each class which the committee 
claims to represent—which includes 
every class of security which the debt- 
or has outstanding”; and there shal 
be substituted in lieu thereof the fol- 
lowing: ‘Associated owns some de 
bentures and A, B, and common 
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stocks of the debtor, all of which are 
iaalso represented by the committee 
which also purports to represent pre- 
EB ferred stock” ; 

It is further ordered that the afore- 
said order and memorandum opinion 
of the Commission stand as the order 
and the opinion of the Commission in 
this matter, with the changes to said 
memorandum opinion noted above. 


Order Allowing Petition to Intervene 


Harry Reid, Max McGraw, and 
B. B. Robinson, constituting a Gen- 
eral Protective Committee for Secur- 
ity Holders of Utilities Power & 
Light Corporation, by counsel, Clar- 
ence H. Ross, having filed on August 
29, 1938, a petition to intervene in the 
above-entitled proceedings ; 

It is hereby ordered that the pe- 
tition of said Harry Reid, Max Mc- 


Graw, and B. B. Robinson, constitut- 
ing a General Protective Committee 
for Security Holders of Utilities Pow- 
er & Light Corporation, to be made 
parties to said proceedings be grant- 
ed, subject to all proceedings hereto- 
fore taken therein, provided that said 
committee shall restrict its activities in 
said proceedings to the purpose in re- 
spect of which it is authorized to act 
for the security holders whom it repre- 
sents, and provided further that said 
committee shall not take any action 
or seek to maintain any position in- 
consistent with its representations to 
security holders or the terms of its au- 
thorizations, and provided further that 
a copy of the Commission’s memoran- 
dum opinion in respect of this peti- 
tion to intervene shall accompany any 
letters or circulars transmitted to se- 
curity holders after the date hereof. 
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Re Utilities Power & Light Corporation 


[File Nos. 34-8, 52-3, 52-5, 52-9, 52-10, 59-1.] 


Parties, § 18 — Intervention — Powers of Commission. 
1. The Commission has authority to impose any reasonable condition on 
the intervention of a party in any proceeding before it, p. 36. 
Corporations, § 10 — Jurisdiction and powers — Reorganization proceeding. 


2. The sole matter before the Securities and Exchange Commission in a 
reorganization proceeding under § 77B of the Bankruptcy Act is the ques- 
tion of what kind of reorganization plan will meet the requirements of the 
law; and the propriety of the § 77B proceedings is a matter for the court, 
not for the Commission, p. 37. 


[October 20, 1938.] 


H™™6 on objections to orders relating to intervention in 

reorganization proceedings; objections overruled. For 

earlier decision, see ante, p. 31, and for later decision in the 
same case, see post, p. 38. 
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By the Commission: Associated 
Investing Corporation and Associated 
Utilities Corporation, intervenors 
herein, have filed objections to the 
memorandum opinion, as amended, 
and the orders of this Commission en- 
tered in these matters on September 
16 and 20, 1938. The orders granted 
the petition of Harry Reid, Max Mc- 
Graw, and B. B. Robinson, represent- 
ing themselves as the “General Protec- 
tive Committee for Security Holders 
of Utilities Power & Light Corpora- 
tion,” to intervene in the above-en- 
titled proceedings subject to certain 
conditions. The facts with reference 


to the petition need not be stated in 
full, as they are set out in the previous 
orders and opinion.’ 

The Commission has heard the in- 
tervenors on their objections. 

[1] The intervenors took the po- 


sition that the Commission does not 
have the power to require that copies 
of the opinion be transmitted to secur- 
ity holders to whom the General Pro- 
tective Committee shall send circulars 
or letters. The Commission has au- 
thority under Rule XVII of its Rules 
of Practice to impose any reasonable 
condition on the intervention of a 
party in any proceeding before it. The 
fact that the Commission has specific 
authority under § 11(g) of the act 
to protect the interests of investors 
solicited by a committee is persuasive 
that conditions adapted to that end 
are reasonable conditions on inter- 
vention. 

The security holders have at no 
time been adequately informed of the 
extent of the conflict involved in this 


proceeding among the interests repre. 
sented by the committee. In distrib. 
uting the assets of a corporation in 
77B proceedings, the interests of sen. 
ior security holders are usually op. 
posed to those of the holders of junior 
securities. The satisfaction of the obli- 
gations of one class may require the 
reduction or elimination of the interest 
of another class. In the present pro- 
ceeding, to be specific, the trial ex. 
aminer is receiving evidence in order 
to determine what equity, if any, 
there is for the debtor’s securities 
junior to the debentures. Any partic. 
ipation in such a proceeding neces. 
sitates supporting the claims of one 
group of securities against the claims 
of another. Sending copies of the 
opinion to security holders will pro- 
tect their interests by apprising them 
of the extent and significance of the 
conflict in the interests purported to 
be served by the committee. 
Furthermore, in the circulars thus 
far distributed, the committee has 
failed to make clear the details of its 
relationship with the Associated sys- 
tem. In its first letters, no reference 
was made to the Associated system. 
In later letters it was stated that its 
members were invited to serve by in- 
terests friendly to the Associated sys- 
tem, but this is far from disclosing 
that two of the three committee mem- 
bers were in fact chosen by Hopson. 
This is important, since the Asso- 
ciated system is primarily interested 
in the junior securities of Utilities 
Power & Light Corporation.* A s¢- 
curity holder upon being solicited by 
a general protective committee natural- 





1Re Utilities Power & Light Corp. (S. E. C. 
1938) 26 P.U.R.(N.S.) 31, ante. 

2At the time authorizations were solicited 
from the security holders by the Protective 
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Committee, Associated also held some of the 
debentures. In its literature the committe 
disclosed the Associated holdings and obligat- 
ed itself to report changes therein. Although 
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ly assumes that the committee intends 
to operate to protect the interests of 
all classes of securities generally. A 
-Bfull disclosure of the relations between 
-Bithis committee and the Associated sys- 
tem is necessary in order to protect 
i-Mpersons who are solicited in order that 
they may form a judgment as to 
whether the committee is in fact one 
of the principal contestants already 
represented in the proceeding, rather 
than their own representative. 

[2] It was argued to us that the 
purpose of the committee is to pro- 
tect all classes of security holders by 
attacking the necessity of 77B pro- 
ceedings at all, and that the committee 
is therefore able to serve and repre- 
sent conflicting interests successfully. 
The propriety of the 77B proceedings 
is a matter for the court, not for us. 
The sole matter before us is the ques- 
tion of what kind of reorganization 
plan will meet the requirements of the 
law. As indicated above, it is diffi- 
cult to see how this can be done with- 
out a conflict among the interests rep- 
resented by the committee. 

We have considered the other 
grounds of objection raised by the in- 
tervenors and find them without merit. 

An order will issue overruling the 
objections of the intervenors. 


ORDER 


Whereas the Commission on Sep- 
tember 16, 1938, and September 20, 
1938, entered certain orders and an 


opinion in the above-entitled matters; 
and 


Whereas the Commission has given 
additional consideration to the afore- 
said orders and opinion; 

It is ordered, that the aforesaid or- 
der of the Commission dated Septem- 
ber 16, 1938, be amended by striking 
the last clause therein, reading: 

“and provided further that a copy of 
the Commission’s memorandum opin- 
ion in respect of this petition to in- 
tervene shall accompany any letters 
or circulars transmitted to security 
holders after the date hereof.” 

and inserting in lieu thereof the fol- 
lowing: 

“and provided further that a copy of 
the Commission’s memorandum opin- 
ion in respect of this petition to inter- 
vene shall be sent to each security 
holder when next circularized or com- 
municated with after the date of this 
order.” 

It is further ordered, that the mem- 
orandum opinion entered on Septem- 
ber 16, 1938, as amended on Septem- 
ber 20, 1938, be further amended by 
striking out the eleventh paragraph 
and inserting in lieu thereof the fol- 
lowing : 

“The committee will be allowed to 
intervene subject to the conditions 
that a copy of this opinion shall be 
sent to each security holder when 
next circularized or communicated with 
after the date hereof; and that the 
committee’s rights as a party will be 
limited to the exercise of such rights, 
and no others, as the security holders 
have empowered the committee to ex- 
ercise on their behalf and that it will 
not be permitted to maintain any posi- 





the security holders have not yet been in- 
formed, Associated has sold practically all of 
the debentures and now holds principally 
junior securities. Assuming that disclosure of 
this fact will be made in due course, an un- 


37 


fair burden is placed on those who have given 
authorizations to the committee to appraise 
the significance of the change in the Asso- 
ciated holdings and to take affirmative ac- 
tion. 


26 P.U.R.(N.S.) 





SECURITIES AND EXCHANGE COMMISSION 


tion inconsistent with any representa- 
tions which it has made to security 
holders.” 

It is further ordered, that the afore- 


said orders and opinions of the Com 


mission stand in all other respects as 


the orders and opinions of the Com.¥F 


mission in these matters. 
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Re Utilities Power & Light Corporation 


[File Nos. 34-8, 52-3, 52-5, 52-9, 52-10, 59-1.] 


Parties, § 20 — Intervention — Hearing without formal intervention. 


A protective committee for security holders which has been granted author- 
ity to intervene in reorganization proceedings, subject to certain conditions 
intended to inform security holders represented as to its formation and 
interest, should be denied the right to be heard throughout such proceedings 


without actual intervention. 


[November 2, 1938.] 


| geht: by protective committee for security holders to be 
heard in reorganization proceedings; petition denied. For 
earlier decisions in the same case, see ante, pp. 31, 35. 


By the Commission: There is be- 
fore us a petition by Harry Reid, Max 
McGraw, and B. B. Robinson, repre- 
senting themselves as the “General 
Protective Committee for Security 
Holders of Utilities Power & Light 
Corporation” (hereinafter referred to 
as the “committee”’), to be heard 
throughout the above-entitled proceed- 
ings. These proceedings, brought un- 
der the Public Utility Holding Com- 
pany Act of 1935, concern various 
proposed plans of reorganization for 
Utilities Power & Light Corporation, 
a registered holding company, and 
also include a proceeding instituted by 
order of this Commission pursuant to 
§ 11(b) of the act. The Commission 


has heretofore entered orders and 
opinions granting the committee the 
right to intervene subject to certain 
conditions. The principal condition 
is that a copy of the Commission's 
opinion discussing the relationship of 
the committee to the Associated inter- 
ests be sent to each security holder 
when next circularized or commuti- 
cated with by the committee. Ob- 
jections of the committee to the con- 
ditions attached to its intervention 
have been considered by the Commis- 
sion and overruled.? 

The present petition of the con- 
mittee requests that, in the event the 
Commission overrules the committee's 
objections to the orders and opinions 





1 Re Utilities Power & Light Corp. (S. E. C. 
1938) 26 P.U.R.(N.S.) 31, 35, ante. 


26 P.U.R.(N.S.) 


2 Re Utilities Power & Light Corp. (S.E.C 
1938) 26 P.U.R.(N.S.) 31, ante. 
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branting intervention, the committee 
he granted the right to be heard in 
Il these proceedings as distinguished 
from intervening therein. 

On questioning by the Commission 
in the course of the oral argument, 
ounsel for the committee failed to 
distinguish a right to be heard from 
intervention, and he further failed to 
explain precisely what privileges were 
desired in the proceedings. The act 
nowhere mentions, as does the bank- 
ruptcy legislation? the right to be 
heard. On the contrary, the act states 
broadly that “In any proceeding be- 
fore the Commission, the Commis- 
sion, in accordance with such rules 
and regulations as it may prescribe, 

may admit as a party any rep- 
resentatives of interested consumers 
Sor security holders, or any other per- 
son whose participation in the pro- 
ceedings may be in the public interest 
or for the protection of investors or 
consumers.” * 

Although neither the act nor our 
tules make specific provision for the 
appearance of persons other than 
parties, it may well be that we have 
power to permit others to participate 
in a limited manner and that such 
limited participation may be of great 


assistance to us and to those whom 
they represent. If a person does not 
have sufficient interest to be permitted 
to intervene, or does not desire to do 
so, then certainly the permission to 
participate must be wholly in our dis- 
cretion ® and subject to reasonable re- 
striction. If we granted the petition 
before us, however, we would in ef- 
fect vitiate our previous orders on the 
petition to intervene. Whatever stat- 
us is given to the committee in this 
proceeding, it should not be permitted 
to represent security holders who have 
not been adequately informed as to 
its formation and interests. 

If the petititon to be heard had been 
filed in the absence of a prior peti- 
tion to intervene, we might well have 
granted it on the very conditions 
which we have in fact imposed on the 
right of the committee to intervene. 
But having granted the greater right, 
it would seem futile to grant the lesser 
right to be heard on the same condi- 
tions, particularly since the committee 
has been unwilling to waive any rights 
it may have as a result of our previous 
orders. 

An order denying the petition of 
the committee for leave to be heard in 








3 Section 77(c) (13) of Chap. VIII of the 
Bankruptcy Act (11 USCA § 205) provides 
in part: “The debtor, any creditor, or stock- 
holder, or the duly authorized committee, at- 
torney, or agent of either or the trustee or 
trustees of any mortgage, deed of trust, or 
indenture pursuant to which s.curities of the 
debtor are outstanding, shall have the right 
to be heard on all questions arising in the 
proceedings, and, upon petition therefor and 
cause shown, any such person or any other 
interested party may be permitted to inter- 
vene.” 

Sections 206 and 207 of Chap. X of the 
Bankruptcy Act (11 USCA §§ 606, 607) pro- 
vide in part: “The debtor, the indenture 
trustees, and any creditor or stockholder of 
the debtor shall have the right to be heard 
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on all matters arisi 
this:chapter. . . .’ 

“The judge may for cause shown permit a 
party in interest to intervene generally or with 
respect to any specified matter. Figs 

The corresponding provision in § 77B(c) 
(11) was: “Any creditor or stockholder shall 
have the right to be heard on the question of 
the permanent appointment of any trustee or 
trustees, and on the proposed confirmation of 
any reorganization plan, and upon filing a pe- 
tition for leave to intervene, on such other 
questions arising in the proceeding as the judge 
shall determine.” (11 USCA § 207(c) (11).) 

4 Section 19 (15 USCA § 79s). 

5 Cf. Public Service Commission v. Phila- 
delphia Rapid Transit Co. (1936) 82 F. (2d) 
481, certiorari denied (1936) 298 U. S. 673, 80 
L. ed. 1395, 56 S. Ct. 938. 


ng in a proceeding under 
> 
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these proceedings will issue in con- 
formity with this opinion. 


ORDER 


Harry Reid, Max McGraw, and 
B. B. Robinson, representing them- 
selves as the General Protective Com- 
mittee for Security Holders of Util- 
ities Power & Light Corporation, hav- 
ing on October 4, 1938, filed a peti- 
tion to be heard in the above-entitled 
proceedings; and 


This Commission having heard saij 
committee on its petition, having duly 
considered the matter and being fully 
informed in the premises; 

It is ordered, that the petition 9 
said Harry Reid, Max McGraw, and 
B. B. Robinson, representing them. 
selves as the General Protective Com. 
mittee for Security Holders of Util 
ities Power & Light Corporation ty 
be heard in the above-entitled proceed. 
ings be and hereby is denied. 
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Re Allen Dean, Manager, Transportation 
Bureau of Detroit Board of Commerce 


[D-3022.] 


Records, § 1 — Inspection of Commission file — Information filed by carriers, 
An application for inspection of motor carrier financial reports filed under 
rules and regulations relating to application for operating authority should 
be denied until it has been judicially determined that such inspection would 
be lawful, since the matter contained in these reports is the same as the 
confidential information which the Commission may obtain under § 1l, 


Art. V, of Act 254. 


[October 18, 1938.] 


— for inspection of motor carrier financial re- 


ports; denied, 


By the Commission: In this mat- 
ter the Commission has received the 
request of Mr. Allen Dean in the ca- 
pacity above indicated, asking the 
Commission to supply to him certain 
financial information concerning the 
operations of several enumerated mo- 
tor carriers subject to the Commis- 
sion’s jurisdiction, comprising infor- 
mation obtained by the Commission 
26 P.U.R.(N.S.) 


from quarterly reports as filed by car- 
riers under Rule 14 of the Motor Car. 
rier Rules and Regulations  estab- 
lished pursuant to Act 254, Public 
Acts of 1933, which Rule 14 reads 
as follows: 

“Operating Reports. Every cont 
mon and contract carrier shall file a 
quarterly report with the Commission, 
which shall be filed within thirty days 


unde: 
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after the end of each quarter, and the 
end of quarters are designated as fol- 

The last day of March, June, 
September, and December. Such re- 
ports shall show the following infor- 
mation : 

(a) The condition of each vehicle 
operated for the carrying of passen- 
gers or freight. 

(b) A statement showing carrier’s 
operating revenues and expenses dur- 
ing the preceding quarter; such rev- 
enues to be divided as between passen- 
ger, freight, and other revenue; oper- 
ating expenses to be divided as to sal- 
aries to officers, wages of employees, 
gasoline, lubricants, repairs for cars, 
rent, rent for equipment, insurance, 
taxes and automobile licenses, inter- 
est, injuries and damages, miscellane- 
ous depreciation, approximate tons 
or passengers carried. 

(c) General financial statement 
showing assets and liabilities. 

(d) Claims pending, if any, with 
short statement of amount involved 
and character of claim. 


The said rule was adopted pursuant 
to the specific power as conferred in 
said act upon the Commission to re- 
quire the filing by carriers of annual 
or other reports of their operations 
for the Commission’s regulatory use. 
Many of the carriers concerned in 
Mr. Dean’s request have filed reports 
under the rule, and the Commission 
would be inclined to consider said re- 
ports a part of the Commission’s files 
pertaining to the application for and 
the certificate or permit of the report- 
ing motor carriers, which files are 
made public under the terms of said 
act and available during office hours 
of the Commission for inspection by 


any person. The said reports as indi- 
cated in the blank form hereto at- 
tached and marked “Exhibit 1” con- 
tain general or aggregate figures con- 
cerning the results of carriers’ oper- 
ations for quarter yearly periods, 
without giving the details of specific 
business transactions thus aggregated. 
However, these reports summarize 
much, if not all of the information 
which the Commission under § 11, 
Art. V, of said Act 254 is authorized 
to secure by an examination of car- 
riers’ records, all of which informa- 
tion secured by the Commission in this 
manner is made confidential, and the 
Commission is prohibited from di- 
vulging or making the same known in 
any manner whatsoever not provided 
by law and except for the purpose of 
carrying out the provisions of the act, 
it being the expressed legislative intent 
of said act to permit the use of such 
information by the Commission but to 
prevent its publication in any manner 
whatsoever, except when lawfully 
presented in open hearings either be- 
fore the Commission or some member 
thereof, or before a court of law. 

On the other hand, the said reports 
are not required by the Commission 
pursuant to the said § 11, Art. V, but 
rather are required under other sec- 
tions of the act relating specifically to 
carriers’ reports, including § 10 of Art. 
II, and § 6 of Art. III thereof. For 
this reason and the fact that specific 
business transactions between the car- 
riers and their various patrons are not 
disclosed in detail by the said reports, 
and also for the reason that aggre- 
gated operating figures including rev- 
enues, profits, and losses are of inter- 
est to shippers in the presentation of 
their cases before the Commission af- 
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fecting carriers’ rates, the Commission 
would be inclined to believe that the 
publication of said reports is noi a 
violation of the requirements of said 
§ 11 prohibiting the disclosure of in- 
formation secured thereunder. 

But the scope of § 11 has not been 
judicially determined by the court of 
last resort of this state, from which 
an authoritative interpretation can be 
secured. For this reason, until such 
interpretation is secured, the Commis- 
sion does not feel warranted in com- 
plying with Mr. Dean’s request. 


In reaching the foregoing cond 
sion the Commission does not contes 
the interest of Mr. Dean and the De 
troit Board of Commerce in the gen 
eral subject matter of carriers’ rates 
and their right to secure all proper in 
formation from this Commissio 
bearing thereon, both for their ow 
use and that of the various shippers 
represented by them. 

Therefore, it is ordered by the Com 
mission, upon all the foregoing con 
siderations, that Mr. Dean’s said re. 
quest be now denied. 
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Re Latrobe Water Company 


[Application Docket No. 52107.] 


Intercorporate relations, § 19 — Intercompany loans — Depleted working capital 
— Dividend and interest payments. 

A public utility company should not be authorized to borrow from its 

parent company to make plant additions and improvements and to replenish 

its working capital, when the poor current position of the subsidiary is the 

result of payments to the parent company of dividends and of interest 


at a high rate. 


[October 3, 1938.] 


Fianna for approval of borrowing from affiliated cor- 
poration; application refused. 


By the Commission: Latrobe Wa- 
ter Company (hereinafter referred to 
as “petitioner” ) is a public utility en- 
gaged in the collection and distribu- 
tion of water in Westmoreland coun- 
ty. All its capital stock, $250,000 par 
value of common, is owned by North- 
eastern Water & Electric Corporation 
(hereinafter referred to as the North- 
eastern Company), a holding com- 
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pany in the Associated Gas & Electric 
System of companies. 

Petitioner here seeks our approval 
of the borrowing of $62,000 of money 
from the Northeastern Company, the 
money to be borrowed from time to 
time as needed, and each loan to be 
evidenced by a one-year 6 per cent note 
payable of petitioner. Of the total loans 
of $62,000, $45,000 thereof would be 
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used for the making of plant addi- 
tions and improvements, and the re- 
maining $17,000 would be used to re- 
plenish petitioner’s working capital, 
which is averred to have been depleted 
through the making of $27,842.52 of 
plant additions and improvements in 
the year 1937. The net assets of peti- 
tioner (current assets less current lia- 
bilities), exclusive of a note payable 
for $600,000 to the Northeastern 
Company) are averred to be only $2,- 
253.77. 

Because of this unfavorable current 
position, it is averred no attempt was 
made to negotiate loans from local 
banks. Another reason for not at- 
tempting to borrow locally is alleged 
to be that a bank would not lend mon- 
ey to petitioner at this time because 
petitioner has outstanding a demand 
note payable to the Northeastern Com- 
pany in the amount of $600,000, on 


which petitioner allegedly is unable to 


pay the current interest. A further 
reason is said to be that local loans 
probably would be on only a 30- or 
60-day basis, and the lender, for vari- 
ous reasons, might call upon petition- 
er to liquidate the loans, which peti- 
tioner would be unable to do, whereas 
by borrowing from its parent, peti- 
tioner would be in a better position to 
s defer repayment of the loan. 

All this is plausible enough on its 
face, but a little inquiry into petition- 
er’s recent corporate and financial his- 
tory throws a different light on the 
matter. 

The Northeastern Company ac- 
quired control of petitioner on or 
about August 15, 1934. Previously 
thereto another unrelated holding 
company, Keystone Water Works 
Corporation (hereinafter referred to 


as the Keystone Company), had ac- 
quired control of petitioner in the year 
1927. Control later passed through 
several hands, and finally lodged in the 
Northeastern Company. 

When the Keystone Company ac- 
quired control of petitioner in the year 
1927, petitioner had outstanding 
$250,000 par value of common capital 
stock, $170,000 par value of 8 per 
cent preferred stock, and $599,000 
principal amount of 6 per cent bonds. 
The Keystone Company acquired 
ownership of all said stock and bonds; 
caused the retirement of the preferred 
stock and bonds, totaling $769,000 
par and face value; and in lieu thereof 
caused petitioner to issue to it 7 per 
cent demand notes payable in the total 
amount of $769,000. In this way pe- 
titioner’s annual preferred-dividend 
and interest burden of $49,540 was in- 
creased to an interest burden of $53,- 
830—an increase of $4,290. But the 
effective increase in interest burden 
was more than that, for interest on the 
$769,000 of notes was paid month- 
ly, whereas dividends on the preferred 
stock were payable only quarterly and 
interest on the bonds was payable only 
semiannually. 

When the Northeastern Company 
acquired control of petitioner on or 
about August 15, 1934, it also ac- 
quired ownership of petitioner’s out- 
standing 7 per cent notes payable, 
which had by then been reduced to 
$618,500 through net payments of 
$150,500 on account of principal. The 
Northeastern Company then caused 
the outstanding notes to be consoli- 
dated into one demand note dated 
August 15, 1934, for $618,500, inter- 
est at 7 per cent payable monthly. 
Subsequent payments on account of 
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principal reduced the amount of the 
note to an even $600,000. Interest, 
however, has not been paid monthly 
thus far this year (1938). 

The Northeastern Company dis- 
claims any responsibility for the con- 
version of petitioner’s preferred stock 
and bonds into higher-burden notes 
payable; it took things as it found 
them. But it is significant that the 
Northeastern Company has taken no 
steps to correct the situation. It has 
not reduced the interest on the notes 
to a rate consistent with current eco- 
nomic conditions; it has not foregone 
collection of interest monthly, except 
for the year 1938 thus far; it has not 
attempted, in the present favorable 
money market, to fund petitioner’s 
$600,000 of 7 per cent current indebt- 
edness into low-rate bonds. More 
than that, it has received dividends on 
petitioner’s common stock at the rates 
of 17.5 per cent, 8 per cent, and 7.8 per 
cent for the years 1935, 1936, and 
1937, respectively. Of petitioner’s ad- 
justed gross income of $293,731.87 
for the years 1934 to 1937, both in- 
clusive, $291,056.45 went for the pay- 
ment of interest and dividends, leav- 
ing a balance of only $2,675.42. We 
need not, therefore, be surprised at pe- 
titioner’s poor current position. 

We cannot approve this application, 
for to do so would encourage contin- 
uance of the practices of which we 
have complained. Let petitioner put 
its financial house in order, and it will 
have working capital available with- 


out recourse to current borrowing: 
but if even then it is necessary to bor- 
row, local lenders of money will be 
more responsive because of petition- 
er’s improved financial condition. Pe- 
titioner’s service to the public need not 
in the meantime be impaired if peti- 
tioner will do what in common justice 
it ought to do—withhold payments of 
interest and dividends to the North- 
eastern Company until an adequate 
amount of its dissipated working cap- 
ital shall have been recouped. Until 
such recoupment shall have been ef- 
fected in an adequate amount, the ad- 
ditional smal! working capital required 
ought to be obtainable, on reasonable 
terms, from local bankers. 


The question, raised by petitioner 
at the hearing, of the constitutionality 
of § 702 of Art. VII of the Public 
Utility Law, under which the applica- 
tion was filed, need not now be consid- 
ered since the recently enacted amend- 
ments to that law have removed the 
alleged infirmity in § 702. 

The matters and things involved in 
the application before us having been 
duly submitted and heard, and full 
consideration thereof having been 
had, we find and determine that ap- 
proval thereof would be prejudicial to 
the public interest; therefore, 

Now, to wit, October 3, 1938, it is 
ordered: ‘That approval of the bor- 
rowing by Latrobe Water Company 
of $62,000 from Northeastern Water 
& Electric Corporation, an affiliated 
interest, be and is hereby refused. 
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Re Michigan Consolidated Gas Company 


[D-3196.] 


Consolidation, merger, and sale, § 38 — Effect of pending rate dispute — Com- 


mission regulation. 


1. Consolidation of a gas company with subsidiaries and consequent ex- 
tension of the company’s activities to statewide scope would have no bear- 
ing whatever upon the Commission’s authority, or lack of authority, to 
regulate the utility in a city where the Commission has assumed jurisdic- 
tion in a case which has been appealed to the supreme court, whose decision 
has not yet been rendered; hence approval of the consolidation should not 
be withheld pending the outcome of the judicial proceedings, p. 46. 


Security issues, § 129 — Delay on application — Detrimental effect — Fluctuating 


money markets, 


2. The Commission should not interpose unnecessary delays in a proceed- 
ing on application for authority to issue securities, in view of fluctuating 
money prices which may prevent the utility company from successfully 


marketing its securities, p. 47. 


[September 15, 1938.] 


F skoaecaes for authority to issue securities for the purpose 

of acquiring public utility assets and for authority to 

assume outstanding indebtedness of companies to be acquired; 
application granted. 


By the Commission: In this mat- 
ter application was filed with this 
Commission on September 1, 1938, by 
Michigan Consolidated Gas Company 
(formerly named the Detroit City Gas 
Company) hereinafter designated as 
applicant, for authority to issue the 
amount of $9,610,300 par value of 
applicant’s common stock, for the pur- 
pose of acquiring the oustanding cap- 
ital stocks of each of the Grand Rap- 
ids Gas Light Company, the Muske- 
gon Gas Company, and the Washte- 
naw Gas Company, hereinafter some- 
times designated subsidiaries, and 
thereafter upon liquidation of said 


subsidiaries, for authority to assume 
certain of the outstanding obligations 
and bonded indebtedness of said sub- 
sidiaries ; and also for authority to is- 
sue $34,000,000 par value amount of 
first mortgage bonds, 4 per cent series, 
due 1963, and $8,000,000 par value 
amount of 4 per cent serial notes, due 
1939/1948; also for authority to use 
the proceeds from the sale of said 
bonds and notes to discharge certain 
outstanding securities of the applicant 
and certain of said subsidiaries. 
Upon the filing of application date 
for hearing thereon was fixed to be 
held on September 12, 1938, and no- 
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tice thereof was given by this Com- 
mission to all municipalities interested 
in the matter so far as known to the 
Commission, and all parties generally 
who might be interested in the matter 
were invited to be heard in connection 
therewith. Upon said hearing the 
Commission heard the proofs and al- 
legations of applicant in support of 
said application, also the representa- 
tions of the city of Detroit, and of 
Duncan C. McCrea, prosecuting attor- 
ney of Wayne county, Michigan, for 
himself and a large number of Wayne 
county customers of the applicant, to 
all of which the Commission gave due 
consideration. 

The representatives of the city of 
Detroit directed the Commission’s at- 
tention particularly to the review now 
pending in the Michigan supreme 
court from the order of this Commis- 
sion dated May 20, 1938, in File D- 
3109 (24 P.U.R.(N.S.) 225) pursu- 
ant to the application of the said Dun- 
can C. McCrea, and others, in which 
order this Commission had assumed 
jurisdiction to regulate the rates and 
practices of said applicant, then known 
as the Detroit City Gas Company, to 
the exclusion of the said city of De- 
troit under the latter’s arrangements 
on the subject contained in the so- 
called Detroit Plan as provided in the 
decree dated December 23, 1935, of 
the Wayne circuit court, state of 
Michigan, in chancery cause File 
239461. This review not having been 
decided as yet, the Detroit city council 
requested postponement of action by 
this Commission upon the present ap- 
plication pending the supreme court 
decision, so that the city interests in- 
volved in the review might not be 
prejudiced by Commission’s present 
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action. And the city of Detroit like. 
wise represented to the Commission 
that the consolidation of the utility 
properties of applicant with those of 
said three subsidiaries so as to consti- 
tute a statewide utility operating in 
diverse communities under varying 
conditions might impose upon the city 
of Detroit the burdens from unprof- 
itable operations elsewhere and thus 
prejudice consumers within the city of 
Detroit. 

Mr. McCrea did not oppose the gas 
company’s application but did request 
that any order to be made upon the 
application should include suitable 
provisions in favor of applicant’s con- 
sumers in the Detroit area, protecting 
the same against possible burdens 
from less favorable operations of the 
utility in the particular communities 
of said subsidiaries. 

[1] The Commission has _ given 
careful consideration to claims and 
position of the city of Detroit as in- 
volved in the supreme court review 
and is of the opinion that the consol- 
idation of applicant with said sub- 
sidiaries, and consequent extension of 
applicant’s activities to statewide 
scope, will have no bearing whatever 
upon the Commission’s authority, or 
lack of authority, to regulate the util- 
ity in the city of Detroit. Section 
11009 of the Comp. Laws of 1929, 
as amended, conferring jurisdiction 
upon this Commission to control and 
regulate public utilities within this 
state producing, transmitting, deliver- 
ing, and furnishing gas for heating or 
lighting purposes for public use, ex- 
pressly denies power to this Commis- 
sion over rates and charges of such 
utilities where the same are fixed or 
regulated in particular cities, villages, 
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or townships by franchise or agree- 
ment granted or made by the proper 
authorities of any such municipality. 
And this Commission has always held 
that the exclusion of its power over 
rates so municipally regulated, is uni- 
versally applicable, without regard to 
the statewide extent of particular util- 
ities, or the general jurisdiction of the 
Commission otherwise over the same. 
In other words, if the supreme court 
holds that the so-called Detroit Plan 
is an effective agreement between ap- 
plicant and the city of Detroit regulat- 
ing applicant’s rates in that city, this 
Commission will be just as effectively 
excluded from its power to regulate 
the same rates, all without regard as 
to whether applicant consolidates with 
said subsidiaries or remains local to 
the city of Detroit. 

[2] Even though the Commission 
considers the foregoing construction 
of its powers as definitely settled, it 
would under ordinary circumstances 
be inclined to grant postponement, had 
it not been for the experience of ap- 
plicant in missing a favorable bond 
market when refinancing was attempt- 
ed early in the year 1937. Fluctuat- 
ing money prices at that time disabled 
applicant from catching a favorable 
market for refunding then outstand- 
ing issues, with the result that higher 
interest rates have since been paid, to 
the detriment of company and custom- 
ers alike. With such uncertainties al- 
ways facing a successful refinancing 
program, this Commission should not 
interpose unnecessary delays, and for 
this reason it is deemed best to deny 
postponement of this order in the as- 
surance which the Commission feels 
that no substantial right of the city is 
thereby jeopardized. 


With respect to the other represen- 
tations and requests for protective 
provisions in the Commission’s pres- 
ent order insuring the city of Detroit, 
and other municipalities as well, from 
possible burdens in any one commu- 
nity from unprofitable operations of 
the utility in other communities, suit- 
able provision has been included here- 
in as seems appropriate to guard 
against such contingencies. 

Proceeding, therefore, to the merits 
of the application, and upon consid- 
eration of the records, files, and re- 
ports of applicant on file with this 
Commission, and upon consideration 
of the testimony taken on the hearing 
on said application, this Commission 
finds and holds: 

(a) By order of this Commission 
of February 15, 1937, the applicant, 
then the Detroit City Gas Company, 
was granted authority to issue and 
sell $31,000,000 principal amount of 
first mortgage bonds, 4 per cent se- 
ries, due 1957, and $5,000,000 prin- 
cipal amount of 4 per cent serial notes, 
due 1938/1947, the proceeds thereof 
to be used for refunding outstanding 
series “A” and series “B’”’ bonds is- 
sued by applicant under its first mort- 
gage of July 1, 1922, and for the can- 
cellation and discharge of $2,500,000 
series “C’’ bonds issued under said 
mortgage and pledged as security for 
certain promissory notes then out- 
standing, the balance of the proceeds, 
it any, to be used for other lawful 
corporate purposes as specified in said 
order. 

(b) An application was subsequent- 
ly filed on June 14, 1937, by appli- 
cant as Detroit City Gas Company, 
stating that it had not issued and sold, 
and did not at that time desire to is- 
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sue and sell the said $31,000,000 prin- 
cipal amount first mortgage bonds 4 
per cent series and the $5,000,000 
principal amount 4 per cent serial 
notes, and had not executed and de- 
livered the indenture of mortgage se- 
curing said bonds and the supplemen- 
tal indenture defining the terms and 
conditions thereof, nor the indenture 
defining the terms and conditions of 
the 4 per cent serial notes, and had 
not retired any of the bonds outstand- 
ing under its first mortgage of July 
1, 1922. In pursuance of said appli- 
cation of June 14, 1937, this Com- 
mission on June 24, 1937, issued an 
order authorizing the said applicant, 
as Detroit City Gas Company, among 
other things, to issue certain unse- 
cured promissory notes in the aggre- 
gate amount of $1,000,000 and cer- 
tain secured promissory notes in the 
aggregate amount of $4,000,000, from 
the proceeds of which to retire the 
promissory notes then outstanding, 
and to pledge $2,500,000 principal 
amount of the first mortgage bonds 
of applicant, series “C’’ 44 per cent, 
due 1965, at that time authorized and 
issued, as security for the secured 
notes; also to issue $1,500,000 prin- 
cipal amount of additional first mort- 
gage bonds, series “C” 44 per cent 
under its first mortgage of July 1, 
1922, and to pledge the same under 
the conditions specified in said order 
as additional security for said secured 
promissory notes. Said additional 
Series “C” 44 per cent bonds were 
duly issued and authenticated Decem- 
ber 14, 1937, and pledged as security 
for said notes. By said order of June 
24, 1937, the Commission further pro- 
vided that its order of February 15, 
1937, should be modified to provide 
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that if and when the bonds and notes 
authorized in said order of February 
15, 1937, should be issued, a sufficient 
amount of the proceeds thereof should 
be used to effect the payment and dis- 
charge of any balance then due upon 
the $1,000,000 unsecured promissory 
notes and the $4,000,000 secured 
promissory notes authorized by said 
order of June 24, 1937, with the in- 
terest thereon, and that the petitioner . 
should thereupon discharge and can- 
cel the $2,500,000 series “C” 44 per 
cent bonds and such portion of the 
$1,500,000 additional series “C” 44 
per cent bonds, authorized as afore- 
said, as may have been issued and 
pledged as security for the said se- 
cured notes. 

(c) From the present application 
it appears that applicant has issued the 
$4,000,000 secured promissory notes 
and the $1,000,000 unsecured promis- 
sory notes, has issued the additional 
series “C’’ 44 per cent bonds in the 
amount of $1,500,000, and_ has 
pledged all of said Series “C’” bonds 
totaling $4,000,000 as security for 
said secured promissory notes, all in 
accordance with the provisions of the 
order of June 24, 1937. All of said 
secured promissory notes, and unse- 
cured promissory notes in the amount 
of $500,000 are now outstanding. 
Applicant has not issued and sold the 
said $31,000,000 principal amount of 
first mortgage bonds 4 per cent series, 
and the $5,000,000 principal amount 
4 per cent serial notes, authorized by 
the order of February 15, 1937, nor 
has it retired any of the bonds out- 
standing under its first mortgage of 
July 1, 1922. 

(d) Applicant now asks that it be 
authorized to issue $9,610,300 addi- 
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ional common stock for the purpose 
of acquiring all the outstanding shares 
of capital stock of the Grand Rapids 
Gas Light Company, the Muskegon 
Gas Company, and the Washtenaw 
Gas Company, subsidiaries of the 
American Light and Traction Com- 
pany (which owns all of the capital 
stock of said companies, except direc- 
tors’ qualifying shares, which it will 
Bacquire). Upon acquisition of said 
stock, applicant proposes to effect a 
liquidation in kind of the assets of 
said subsidiaries, making appropriate 
provisions for the payment of the out- 
standing indebtedness thereof by as- 
suming such indebtedness. 

(e) The American Light and Trac- 
tion Company has offered as a part 
of the plan for the sale of the capital 
stock of said subsidiary companies 
and the liquidation of the assets there- 


of, to surrender by way of donation 
to the paid-in surplus of said subsid- 
iary companies certain notes and obli- 
gations owing by said companies, 
which American Light and Traction 
Company now holds as follows: 

To the Washtenaw Gas Company: 


$565,000 First mortgage 5 per cent bonds of 
said company 
$100,000 Advances on open account. 


To the Muskegon Gas Company: 
$2,130,000 Notes payable. 


To the Grand Rapids Gas Light 
Company : 

$1,501,340.03 Notes payable 

530,000.00 Advances on open account 
42,000.00 First mortgage 5% bonds of 
said company. 

After said donations have been 
made there will be outstanding 5 per 
cent first mortgage bonds of the Grand 
Rapids Gas Light Company due Au- 


[4] 
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gust 1, 1939, in the amount of $2,- 
223,000 issued under its mortgage of 
August 1, 1914, and first mortgage 
bonds 5 per cent series of the Wash- 
tenaw Gas Company issued under its 
mortgage of December 15, 1932, in 
the amount of $555,000. 

(f) By said plan it is further pro- 
posed that, upon receipt of such dona- 
tions each of said subsidiary compa- 
nies will adjust the book value of its 
assets by eliminating certain amounts 
recorded thereon. Said adjustments 
involve the retirement of all coal gas 
production property, the reversal of 
all appreciation in fixed capital arising 
from appraisals recorded in prior 
years and the reducing of fixed capi- 
tal to a basis estimated to represent 
substantially the original cost. The 
adjustments so to be made result in 
a reduction of fixed capital accounts 
of said companies in amounts totaling 
approximately $2,000,000. 

(g) Applicant further asks author- 
ity of the Commission to issue and 
sell $34,000,000 principal amount of 
its first mortgage bonds 4 per cent 
series, due 1963, said bonds to be se- 
cured by an indenture of mortgage 
and deed of trust dated as of Septem- 
ber 1, 1938, to be executed by the 
Michigan Consolidated Gas Company 
to the City Bank Farmers Trust Com- 
pany and Ralph E. Morton, trustees, 
and to be issued under the terms and 
conditions provided in said mortgage 
and in the supplemental indenture to 
be dated as of September 1, 1938, to 
be executed by the Michigan Consoli- 
dated Gas Company to said City Bank 
Farmers Trust Company and Ralph 
E. Morton, as trustees. Applicant al- 
so seeks authority of the Commission 
to issue and sell $8,000,000 principal 
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amount of unsecured 4 per cent serial 
notes, due 1939/1948, said notes to 
be issued under the terms and condi- 
tions of a certain indenture dated as 
of August 1, 1938, executed by the 
Michigan Consolidated Gas Company 
to Chemical Bank & Trust Company, 
trustee. 

(h) All of the 5 per cent first mort- 
gage bonds of the Grand Rapids Gas 
Light Company outstanding in the 
amount of $2,223,000 are due Au- 
gust 1, 1939, and all of the first mort- 
gage bonds 5 per cent series of the 
Washtenaw Gas Company due Jan- 
uary 1, 1953, outstanding in the 
amount of $555,000 are now subject 
to redemption at 1024 per cent of par 
and accrued interest under the terms 
of the mortgage indenture which cre- 
ated them; all of the said series “A” 
and “B” bonds of the Detroit City 
Gas Company issued under its mort- 
gage of July 1, 1922, in the principal 
amount of $31,000,000 are now sub- 
ject to redemption at 105 per cent of 
par and accrued interest under the 
terms of the mortgage indenture which 
created them, and all of the said se- 
cured promissory notes outstanding in 
the amount of $4,000,000 issued in 
pursuance of this Commission’s order 
of June 24, 1937, and the $500,000 
unsecured notes issued in pursuance of 
the same order may be paid at any 
time upon three days’ notice without 
premium. Applicant now desires to 
issue and sell $34,000,000 of its first 
mortgage 4 per cent series, due 1963, 
and $8,000,000 principal amount of 4 
per cent serial notes due 1939/1948, 
for the discharge or refunding of its 
obligations and other lawful corporate 
purposes, viz: 

(1) To redeem the said series “A” 
26 P.U.R.(N.S.) 


and “B” bonds issued under its mort. 
gage of July 1, 1922, and procure thefij 
release and discharge of said mort. 
gage. 

(2) To effect the discharge and 
cancellation of its series “C” bonds in 
the amount of $4,000,000 issued un. 
der the mortgage of July 1, 1922, by 
the payment of the $4,000,000 prin- 
cipal amount of 4 per cent secured 
promissory notes of applicant, for 
which said series “(C’”’ bonds have been 
pledged as security. 

(3) To pay the 5 per cent first 
mortgage bonds of the Grand Rapids 
Gas Light Company, due August 1, 
1939, in the amount of $2,223,000 is- 
sued under said company’s mortgage 
of August 1, 1914, and to procure the 
release and discharge of same; also to 
redeem the first mortgage bonds, 5 per 
cent series, of the Washtenaw Gas 
Company, due January 1, 1953, in the 
amount of $555,000 issued under lat- 
ter’s mortgage of December 15, 1932, 
and to procure the release and dis- 
charge of same. 

(4) To pay the unsecured promis- 
sory notes of applicant in the amount 
of $500,000. 

(5) To pay the expenses and dt- 
plicate interest to be incurred by ap 
plicant in connection with the issu- 
ance of said first mortgage bonds, 4 
per cent series, due 1963, and said 4 
per cent serial notes due 1939/1948. 

(6) The balance, if any, to be paid 
into the treasury of the applicant to 
reimburse the company for uncapital- 
ized capital expenditures and used for 
lawful corporate purposes. 

(i) After due consideration of said 
application, the exhibits attached there- 
to, the testimony in said matter, and 
the records and files herein, it is the 
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opinion of the Commission that sub- 
‘ect to the terms of this order, the ac- 
-Mquisition by applicant of the capital 
stock of said Grand Rapids Gas Light 
Company, Muskegon Gas Company, 
and Washtenaw Gas Company, in 
.Bpursuance of the plan hereinabove set 
forth, the subsequent acquisition of 


in-|Ethe assets of said subsidiary companies 


by liquidation and the assumption by 
applicant of the debts and liabilities 
of said subsidiaries is within the law- 
ful corporate purposes of applicant, 
and that the property and funds to be 
derived from the issue of its capital 
stock, bonds and notes in the amount 
specified in the application filed herein 
and above set forth and the assump- 
tion of the bonded indebtedness of the 
Grand Rapids Gas Light Company 
and the Washtenaw Gas Company, is 
reasonably required for and essential 
to the lawful corporate purposes of 


said applicant and this Commission is 
satisfied that the property and funds 
to be derived therefrom are to be ap- 
plied to the lawful corporate purposes 
of applicant: namely, for the acqui- 
sition of property, the construction, 
completion, extension, or improve- 
ment of facilities, the improvement 
and maintenance of service, and the 
discharge or lawful refunding of its 
obligations, and that such issue of 
stocks, bonds, and notes and the 
amount thereof is essential to the suc- 
cessful carrying out of such purposes. 

(j) That applicant has paid into the 
treasury of the state of Michigan the 
sum of $51,610.30, said amount being 
the fee payable to the state under the 
provisions of § 11 of Act 419, Public 
Acts of Michigan for the year 1919, 
and has filed a receipt of said treasurer 
therefor in the offices of the Commis- 
sion. 





GEORGIA COURT OF APPEALS, DIVISION NO. 2 


Macon Gas Company 


Roy W. Crockett 


[No. 26752.] 
(— Ga. App. —, 198 S. E. 267.) 


Service, § 190 — Extension — Refund agreement 


1. In a written contract by which a gas company lays an extension of its 
gas pipes along a certain street so as to convey gas to an owner of property 
on the street, in consideration of the property owner paying a designated 
sum of money to the gas company, and which provides that this extension 
shall remain the property of the company and that the company shall have 
the right to continue the extension to other property, a provision, where 
the contract is written and prepared by the gas company, that the company 
shall refund to the property owner a designated sum of money “for each 
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and every consumer taken on said extension,” within a designated perio; 
from the date of the completion of the extension, provided the total amoun; 
of refund shall not exceed the total sum paid by the property owner fo, 
the construction of the extension, when properly construed, provides tha 
a consumer of gas “taken on” the extension is any consumer of gas who 
receives it from this extension, whether directly by a service pipe attached 
thereto, or indirectly by a service pipe attached to a main or pipe running 
from the extension, p. 54. 
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Procedure, § 39 — Time limitation — Suit for refund — Extension contracts ~ 
Fraud. 
2. Where consumers were taken on the extension by the gas company, 
and the property owner who had paid for the extension did not know, and 
by the exercise of ordinary diligence could not have known, that such 
consumers had been taken on because they were taken on by pipes attached 
to the extension and laid in the ground, and the gas company failed to 
give the property owner this information, and thereby kept him in igno- 
rance of the fact that such consumers had been taken on the extension, 
the act of the gas company in thus failing to inform the property owner 
of the taking on of the consumers was a fraud which deterred the property 
owner from his action on the contract. The period of limitation within 


which the property owner could bring suit on the amount due under the 
contract by reason of the taking on of these consumers ran from the time 
when he afterwards ascertained that the consumers had been taken on 
the extension, and had therefore discovered the gas company’s fraud, 
although at this date the period of limitation within which suit could be 
brought had otherwise not expired. The period of limitation began on 
the date of the discovery of the fraud, and a suit which was brought 


within the limitation period from that date to recover the amount due under 
the written contract by reason of these consumers being taken on was not 
barred by the statute of limitations, p. 55. 

[July 15, 1938. Judgment adhered to on rehearing July 27, 1938.] 
Headnotes by the Court. 
a of judgment for plaintiff in action against gas com- 


pany on contract relating to reimbursement of extension 
costs upon addition of other customers; affirmed. 


Roy W. Crockett brought suit, on 
May 15, 1937, against the Macon Gas 
Company, to recover for a breach of 
contract. The following appeared un- 
disputed from the evidence: Crockett, 
who had a house on Ridge avenue in 
the city of Macon, being desirous of 
having the Macon Gas Company serve 
his house with gas, entered into a writ- 
ten contract on January 26, 1928, with 
the gas company, which was prepared 
by the company and presented to 
26 P.U.R.(N.S.) 


Crockett for signature, by which the 
gas company extended a gas pipe along 
Ridge avenue, a distance of 1,710 feet, 
to a point where Crockett’s house was 
located, and by a service connection 
furnished gas to Crockett’s house. In 
consideration for this Crockett paid 
the gas company the sum of $1,812.60, 
which represented the cost of making 
the extension. It was “agreed that 
this extension when and as made 
should be the property of the Macon 
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Gas Company, and said company shall 
have the right to continue said exten- 
sion to other property,” and that the 
gas company would refund to Crockett 
“the sum of $75 for each and every 
consumer taken on said extension 
within a period of four years [which 
was afterwards by agreement extend- 
ed until July 1, 1934], from the date 
of completion of said extension, pro- 
vided, however, that the total amount 
of refund shall not exceed the total 
amount paid,” to the gas company by 
Crockett, namely $1,812.60 represent- 
ing the cost of making the extension. 
Afterwards, a number of customers 
on Ridge avenue were connected with 
the extension, and for each one Crock- 
ett was paid $75. Afterwards, the gas 
company tapped the extension at two 
points before it reached Crockett’s 
house, one at the intersection of Ridge 
avenue and Roycrest drive, and one 
at the intersection of Ridge avenue and 
Forest Hill avenue, by a gas pipe ex- 
tending down Forest Hill avenue 
about 90 feet, and from which, at that 
point, a service pipe connected it with 
a house on that street, and by a gas 
pipe extending along Roycrest drive a 
distance of approximately 450 feet to 
its intersection with Drury avenue, a 
street running generally parallel to 
Ridge avenue, and continuing along 
Drury avenue for some distance. To 
this pipe, extending from the Crockett 
pipe on Ridge avenue along Roycrest 
drive and Drury avenue, one house on 
Roycrest drive and nine houses on 
Drury avenue were connected by serv- 
ice pipes. These connections made to 
the pipes which extended from the 
Crockett pipe were made within the 
life of the contract. Crockett contend- 
ed that each one of these connections 


represented a “consumer taken on” his 
1,710-foot extension, within the mean- 
ing of the contract, and that for each 
one the gas company was indebted to 
him in the sum of $75, making a total 
of $750, to recover which the suit was 
instituted. All of these connections, 
except the one made on Forest Hill 
avenue, were made more than six years 
before the date of the institution of 
the suit. These connections, all of 
which were made underground, were 
made by the gas company without 
Crockett’s knowledge. They were 
made in the years 1928, 1929, and 
1930. The gas company did not in- 
form Crockett of the making of these 
connections, and he did not know of 
the mains or extensions made in Roy- 
crest drive and Drury avenue until 
1932, which was within six years of 
the date of the filing of the suit, which 
was May 15, 1937. The contract was 
not executed under seal. 

The defendant in its plea denied lia- 
bility, and pleaded the statute of lim- 
itations as against all the items sued 
for except the Forest Hill avenue item. 
A verdict in the sum of $750 with 
interest was directed for the plain- 
tiff. 

The motion of the defendant, Ma- 
con Gas Company, for a new trial, 
which was on the general grounds 
only, was overruled, and the defendant 
excepted. 


APPEARANCES: Harris, Harris, 
Russell & Weaver, of Macon, for 
plaintiff in error; Turpin & Lane, of 
Macon, for defendant in error. 


STEPHENS, P. J. (after stating the 


foregoing facts): 1. It is contended 
by the defendant, Macon Gas Compa- 
ny, that the items sued for are not re- 
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coverable as breaches of the contract 
between it and the plaintiff, Crockett. 
The defendant contends that under a 
proper construction of the contract the 
consumers of gas, by reason of the 
connections made on Forest Hill ave- 
nue, Roycrest drive, and Drury ave- 
nue, to the pipes which tapped and ex- 
tended from the 1,710-foot Crockett 
extension on Ridge avenue, are not 
consumers “‘taken on’’ the Crockett ex- 
tension on Ridge avenue, and that 
therefore the defendant is not, under 
the contract, liable to the plaintiff. The 
defendant contends that consumers 
of gas “taken on” the Crockett exten- 
sion on Ridge avenue are only the con- 
sumers, such as those on Ridge avenue, 
who are connected with the Crockett 
extension directly by service pipes, and 
that consumers who are not directly 
connected to the Crockett extension, 
but who are connected by service pipes 
only with pipes or mains extending 
from the Crockett extension, such 
as the consumers on streets other 
than Ridge avenue, although the gas 
which they consume is served to them 
through the Crockett extension, are 
not consumers “taken on” by the 
Crockett extension. The plaintiff, on 
the other hand, contends that un- 
der a proper construction of the con- 
tract any consumer of gas, whether 
he receives it directly from the Crock- 
ett extension by service pipes attached 
thereto, or indirectly therefrom by 
service pipes attached to a main or 
extension tapping and running from 
the Crockett extension, and who there- 
fore receives gas which is transmit- 
ted over the Crockett extension, is a 
consumer “taken on” the Crockett ex- 
tension, and that, under the terms of 
the contract, the defendant gas com- 
26 P.U.R.(N.S.) 


pany is liable to the plaintiff, Crockett, 
in the sum of $75 for each one of such 
consumers “taken on” during the life 
of the contract. 

The contract provides that the gas 
company shall refund to Crockett $75 
for “each and every consumer taken 
on said extension,” meaning the gas 
pipe made and constructed by the gas 
company a distance of 1,710 feet along 
Ridge avenue, and extending to a 
point in the neighborhood of Crock. 
ett’s house. This provision of the con- 
tract is as susceptible to the construc. 
tion that the consumer referred to 
therein is a consumer on a street other 
than Ridge avenue, and who is fur- 
nished gas through a service pipe con- 
nected with a main pipe or extension 
running and extending from the 
Crockett extension along a street other 
than Ridge avenue, as to the construc- 
tion that a consumer “taken on” the 
Crockett extension is only a consumer, 
such as a consumer on Ridge avenue, 
who is directly connected by a service 
pipe with the Crockett extension on 
that street. 

[1] A written contract, where the 
meaning is doubtful, must be given 
that construction which is unfavorable 
to the party who prepares or writes the 
contract. Code, § 20-704 (5). The 
contract here was written by the de- 
fendant, gas company. It will there- 
fore be given that construction favor- 
able to the plaintiff, Crockett, namely 
that a consumer “taken on’ the Crock- 
ett extension is any consumer whose 
gas comes to him through the Crock- 
ett extension, although he may not be 
directly connected with the Crockett 
extension, but is connected by a service 
pipe with a pipe or main tapping and 
extending from or conveying gas to 
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the consumer from the Crockett exten- 
sion. Such consumers are those on 
Forest Hill avenue, Roycrest drive, 
and Drury avenue. 

[2] 2. Giving the contract this con- 
struction, as we do, the plaintiff, since 
the evidence is uncontradicted, is en- 
titled as a matter of law to recover the 
amount sued for, unless the plaintiff's 
cause of action as to any of the items 
sued for is barred by the statute of 
limitations. 

The gas company had taken Crock- 
ett’s money, which amounted to $1,- 
812.60, under an agreement with him 
to refund a portion of it in the amount 
of $75 for each consumer taken on the 
Crockett extension. Whenever a con- 


sumer was taken on the gas company 
immediately became liable to Crockett, 
and it was its duty to pay Crockett the 
amount contracted to be paid. The 


taking on of a consumer was always 
within the knowledge of the gas 
company, but not necessarily within 
the knowledge of Crockett. Crockett 
necessarily had to rely on the good 
faith of the gas company to make pay- 
ment to him whenever a consumer was 
taken on his extension. There was 
therefore a relationship between the 
parties in its nature fiduciary, by which 
the gas company owed a duty to 
Crockett to pay him for every con- 
sumer taken on his extension, notwith- 
standing Crockett may not be aware 
of the fact that a consumer was taken 
on. If the gas company did not im- 
mediately pay Crockett it certainly 
owed him a duty to inform him of the 
fact that a consumer had been taken 
on. The failure of the gas company to 
give Crockett this information and 
thereby concealing from him, where he 
did not know it, his right to call on the 


company for reimbursement according 
to the terms of the contract for a 
consumer taken on, amounted to a 
fraud on Crockett. This was such 
fraud as would prevent the running of 
the statute of limitations against 
Crockett and in favor of the company. 
“The concealment of a right by one 
whose duty it is to disclose it prevents 
the running of the statute of limita- 
tions in favor of the party in default. 
It is a legal fraud.” Morris v. John- 
stone (1931) 172 Ga. 598, 605, 158 
S. E. 308, 312, citing Hoyle v. Jones 
(1866) 35 Ga. 40 (2), 44, 89 Am. 
Dec. 273. See Reeves v. Williams & 
Co. (1925) 160 Ga. 15 (1), 127 S. 
E, 293. 


Under the contract, as this court 
construes it, the defendant gas com- 
pany became liable to the plaintiff, 
Crockett, on account of the connec- 
tions with the defendant’s gas pipes 
or mains in the streets other than 
Ridge avenue. As these pipes and 
mains and the connections were made 
underground, and the plaintiff, as it 
appears from the uncontradicted evi- 
dence, did not know of these exten- 
sions, and could not know thereof 
without being extraordinarily alert or 
vigilant, a failure of the defendant gas 
company to inform the plaintiff of the 
defendant’s taking on these customers 
by the laying of its pipes underground 
and thereby concealing such informa- 
tion from the plaintiff committed a 
fraud upon the plaintiff which could 
not have been discovered by the exer- 
cise of ordinary care and which de- 
terred him in his action on the contract 
until after he discovered the fraud, al- 
though he discovered it within the pe- 
riod of limitation within which suit 
should have been brought had the 
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plaintiff's action not been barred by 705), it appears conclusively and as, 
the defendant’s fraud. The period of matter of law that the plaintiff's right 
limitation runs only from the time of of action was not barred by the statute 
the discovery by the plaintiff of the of limitations. 

fraud. Code, § 3-807. This, it ap- The evidence demanded the verdic 
pears from the uncontradicted evi- found for the plaintiff. The court 
dence, was within six years of the in- therefore did not err in directing the 
stitution of the suit. Since the statute verdict for the plaintiff, and in after. 
of limitations applicable to an action Wards overruling the defendant's mo. 
on a written contract which is not un- tion for new trial. 

der seal, as is the case with the con- Judgment affirmed. 


tract here, is six years (Code, § 3- Sutton and Felton, JJ., concur. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re Uniform System of Accounts for 
Electric and Gas Utilities 


[Case No. 4693, Decision No. 12481.] 


Depreciation, § 28 — Straight-line or retirement basis. 
1. The straight-line depreciation basis permits of better regulation on the 


part of the Commission than the retirement basis and at the same time is 
fair to the operating utilities, p. 58. 


Accounting, § 8 — Capital account — Original cost — Definition. 

2. The definition of original cost as used in the Uniform System of Ac- 
counts recommended by the National Association of Railroad and Utilities 
Commissioners should not be changed to mean the cost of property to the ac- 
counting utility, since such change would not be conducive to obtaining the 
information necessary for a regulatory Commission; and there should not 
be eliminated from such system of accounts the accounts “Utility Plant 
Acquisition Adjustments,” “Utility Plant in Process of Reclassification,” 
and “Utility Plant Adjustments,” p. 58. 


Accounting, § 6 — Uniform system. 


3. The Uniform System of Accounts recommended by the National Associa- 
tion of Railroad and Utilities Commissioners for gas and electric utilities 
should be adopted with minor amendments and modification, p. 58. 


[October 19, 1938. ] 
: lekoneniean of question of adopting uniform system of 
accounts for electric and gas utilities; system of accounts 
adopted. 
26 P.U.R.(N.S.) 56 





RE UNIFORM SYSTEM OF ACCOUNTS FOR ELEC. & GAS UTIL. 


ApPEARANCES: W. C. Loss, C. L. 
Flower, and James J. Patterson, Den- 
ver, for the Commission; Lee, Shaw 
and McCreery, W. A. Bryans III, 
and J. Loiseau, Denver, for Public 
Service Company of Colorado; Worth 
Allen, Denver, and Charles C. Baker, 
Golden, for Colorado Central Power 
Company; Durbin Van Law, Denver, 
for Roaring Fork Light & Power 
Company; E. T. Snyder, Greeley, for 
The Home Gas & Electric Company ; 
E. L. Mosley and S. McFarland, Col- 
orado Springs, for the city of Colo- 
rado Springs; W.>C. Sterne and 
Harry Adler, Denver, for the Arvada 
Electric Company; R. H. Jones, Salt 
Lake City, Utah, for Western Colo- 
rado Power Company; Ray Smith, 
Loveland, for the city of Loveland; 
C. C. Church, Lamar, for city of 
Lamar ; E. B. Shepherd, Fort Morgan, 


for city of Fort Morgan; G. H. Pal- 
mer, Fort Collins, for city of Fort 
Collins. 


By the Commission: On May 2, 
1938, after due notice to all operating 
gas and electric utilities, both private 


and municipal, within this state, a 


hearing was held by the Commission 
pursuant to order issued March 30, 
1938, for the purpose of considering 
the advisability of adopting the Uni- 
form System of Accounts for gas and 
electric utilities heretofore recom- 
mended by the National Association 
of Railroad and Utilities Commis- 
sioners to the various state Commis- 
sions for adoption. 

At said hearing, evidence was in- 
troduced by members of the auditing 
and engineering staff of the Commis- 
sion, as well as on behalf of a num- 
ber of the Colorado operating utilities. 
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At the close of the testimony, it was 
recommended to the Commission that 
a committee be appointed to fully in- 
vestigate the situation and, after con- 
sultation with the auditing and en- 
gineering departments of the Commis- 
sion, to make its recommendation to 
the Commission as to what steps 
should be taken in Colorado. 
Thereafter, such a committee was 
appointed which has prepared and 
filed with the Commission its report. 
Said report recommends generally 
that the National Association’s class- 
ification be adopted for both gas and 
electric utilities with the following 
modifications and exceptions, viz. : 


Definitions 
“Depreciation” —Item 13—Page 3— 

Electric. 

There is hereby added to the defi- 
nition of “Depreciation” the follow- 
ing: “(The accounting utility may 
elect to apply the retirement or 
straight-line basis of depreciation. 
Upon such election, the accounting 
utility may not change to any other 
basis except upon the approval of the 
Commission. )” 


“Original Cost” —Item 26—Page 4 

—Electric. 

The definition of “original cost” is 
hereby changed to the following: 
“Original cost” as applied to utility 
plant, means the cost of such property 
to the accounting utility. 


Balance Sheet Accounts 


“Balance Sheet Accounts’—Page 19 

—Electric. 

Those features relating to past ac- 
counting and the reclassification of 
plant, with instructions applicable 
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thereto, and their effects on other 
accounts, are hereby made _ ineffec- 
tive, and the following balance sheet 
accounts are expressly eliminated: 
100-5.—Utility Plant Acquisition 
Adjustments; 100-6.—Utility Plant 
in Process of Reclassification; 107— 
Utility Plant Adjustments. 

The committee recommended the 
same modifications for gas utilities. 

Since receiving report of said com- 
mittee, the Commission has had num- 
erous consultations with its auditing 
and engineering staff, who have ad- 
vised us that in their opinion no 
changes or modifications should be 
made in the Uniform System of Ac- 
counts as adopted by the National As- 
sociation. The Commission appre- 
ciates the thoroughness and lucidity 
of the report made by the committee 
which it appointed, and desires to ex- 


press their appreciation for the evi- 
dent desire of the members thereof to 
be of aid and assistance to the Com- 


mission. The oral evidence sub- 
mitted to the Commission at the hear- 
ing by operating utilities was some- 
what in line with the report finally 
made to us by said committee. Said 
evidence also disclosed that up to the 
time of the hearing, some nineteen 
states had adopted the National As- 
sociation’s classification for electric 
utilities and fourteen had adopted the 
Federal Power Commission’s classi- 
fication. It was also developed that 
little difference exists between the two 
forms of classification. All parties 
agreed that, due to the unsatisfactory 
and conflicting situation existing in 
Colorado, a new uniform system of 
accounts should be prescribed by the 
Commission. The question is raised 
that Colorado, unlike most other 
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states, has divided the regulatory ay. 
thority, due to the existence of “home 
rule” cities, and it was brought out 
that in the case of the Public Service 
Company 81 per cent of its customers 
reside in “home rule” cities, pro. 
ducing 74 per cent of its revenue, as 
compared with 19 per cent, producing 
26 per cent of its revenue, residing in 
territory under our jurisdiction. 

[1] Upon the question of deprecia- 
tion, the National Association’s classi- 
fication does not attempt to prescribe 
the basis that shall be used, but merely 
gives a definition of what causes shall 
be given consideration. The com- 
mittee recommended that the opera- 
ting utility should have the election 
whether to provide retirement of 
straight-line basis of depreciation. 
However, in the opinion of the Com- 
mission, the straight-line basis permits 
of better regulation on the part of the 
Commission and at the same time is 
fair to the operating utility. 

[2] As to the question of original 
cost, the committee recommends that 
the definition of same be changed to 
mean the cost of such properties to the 
accounting utility. However, in the 
opinion of the Commission, such 
change would not be conducive to ob- 
taining the information necessary for 
a regulatory Commission, and we have 
the same feeling in connection with 
the objections raised by the committee 
to the three account numbers desig- 
nated as 100-5, 100-6, and 107. 

[3] The National Association 
classification gives the utilities two 
years from the effective date of the 
adoption of said classification by any 
state Commission, in which to obtain 
as far as possible the necessary in- 
formation required as to original cost, 
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and while we realized that in some in- 
stances such information may be un- 
obtainable, and that certain plant ac- 
counts could only be broken down at 
a prohibitive cost, yet the jurisdiction 
of the Commission over such matters 
is a continuing one and at all times we 
would be prepared to give relief in 
such instances as we deemed proper 
where the matters are properly called 
to our attention. We are inclined to 
give considerable weight to the recom- 
mendations of the National Associa- 
tion, whose committee only acted after 
extensive study and many confer- 
ences. 

After a careful consideration of the 
-ecord, the Commission is of the opin- 
ion, and so finds, that, except as here- 
inafter amended and modified, the 
Uniform System of Accounts for 
both electric and gas utilities recom- 


mended by the National Association 
fof Railroad and Utilities Commis- 
sioners should be adopted for appli- 
cation in Colorado. 


ORDER 


It is therefore ordered, that under 
and by virtue of the laws of the state 
of Colorado relative to public utilities, 
including municipally owned or oper- 
ated utilities serving customers as 
public utilities outside of the corpo- 
rate boundaries of such municipali- 
ties, the Uniform System of Accounts 
for Electric Utilities, as adopted by 
said National Association at its 1936 
annual convention held in Atlantic 
City, New Jersey, November 10-13, 
1936, and as fully set forth and de- 
scribed in a pamphlet identified and 
designated as “Uniform System of 
Accounts for Electric Utilities, Copy- 
right 1937 by National Association of 


59 


Railroad and Utilities Commission- 
ers,” said pamphlet and all its con- 
tents referred to herein being hereto 
attached and made a part hereof, be, 
and the same is hereby, established 
and prescribed as the system of ac- 
counts to be kept and used by each and 
all of said electric utilities operating 
in the state of Colorado, with the 
following modifications and amend- 
ments which the Commission be- 
lieves to be in the public interest, to 
wit: 


1. Definition 


“Depreciation” —Item 13—Page 3— 
Electric. 
There is hereby added to the defini- 
tion of “depreciation” the following: 
The accounting utility shall apply 
the straight-line basis of deprecia- 
tion. 


2. Classification of Utilities 

—Paragraph (a) found in Appen- 
dix A on page 187, under Class D 
utilities shall be amended to read as 
follows: 

Class D utilities shall embrace utili- 
ties having annual electric operating 
revenues of not more than $100,000. 

It is further ordered, that the Uni- 
form System of Accounts for Gas 
Utilities (Classes A and B) adopted 
by the National Association of Rail- 
road and Utilities Commissioners at 
its 1936 annual convention held in 
Atlantic City, New Jersey, November 
10-13, 1936, and as fully set forth 
and described in a pamphlet identified 
and designated as “Uniform System 
of Accounts for Gas Utilities, Copy- 
right 1937 by National Association 
of Railroad and Utilities Commis- 
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sioners,” said pamphlet and all its 
contents being referred to herein, and 
hereto attached and made a part here- 
of, including those revisions adopted 
by the National Association at its 
1937 convention held in Salt Lake 
City, Utah, on August 31 to Septem- 
ber 3, 1937, be, and the same is, here- 
by established and prescribed as a sys- 
tem of accounts to be kept and used by 
each and all of said gas utilities oper- 
ating in the state of Colorado, who 
come within said Classes A and B, 
with the following modification and 
amendment which the Commission be- 
lieves to be in the public interest to 
wit : 


1. Definition 


“Depreciation” —Item 14—Page 3— 
Gas. 
There is hereby added to the defini- 
tion of “depreciation” the following: 


The accounting utility shall apply 
the straight-line basis of depreciation, 

It is further ordered, that each such 
utility shall carry on its books the a. 
counts and records herein prescribed 
for such utility, and shall accurately 
keep such accounts in accordance with 
the requirements, definitions and in. 
structions contained and set out in 
said Uniform System of Accounts, 

It is further ordered, that this order 
shall take effect on January 1, 1939, 
and shall continue in force until sus- 
pended, modified, or set aside by this 
Commission, provided, however, that 
said classification may be used by é- 
ther electric or gas utilities so desir- 
ing from January 1, 1938. 

It is further ordered, that this order 
shall supersede, vacate, and set aside 
all former orders of the Commission 
relative to said matters herein in- 
volved. 
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Re Utilities Employees Securities 


Company et al. 


[File Nos. 31-419, 60-1.] 


Parties, § 19 — Intervention — Labor union — Representative of security holders. 


A labor union representing local labor unions whose membership is com- 
posed of a substantial number of employees of certain operating companies 
of a holding company system, which employees are subscribers to the securi- 
ties of affiliated corporations involved in proceedings to determine the status 
of such corporations as affiliates in the system, should be permitted to inter- 
vene in these proceedings as a representative of interested security holders. 


[September 15, 1938.] 


r 


ETITION by labor union for permission to intervene in pro- 
ceedings relating to the determination of the status of certain 


corporations as affiliates; intervention permitted. 
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RE UTILITIES EMPLOYEES SECURITIES CO. 


By the Commission: The Gas, By- 
roduct Coke & Chemical Workers, 
District No. 50 of the United Mine 
Vorkers of America has filed a peti- 
ion to intervene in the above-entitled 
which heretofore have 
heen consolidated for the purpose of 
earings thereon. These proceedings 
pre in regard to an application filed by 
Jtilities Employees Securities Com- 
pany pursuant to § 2 (a) (8) of the 
ublic Utility Holding Company Act 
of 1935 for an order declaring said 
ompany and its subsidiary com- 
pany, New England Capital Cor- 
poration, not to be subsidiary compa- 
mies of certain specified companies 
File No. 31-419), and in regard to 
a proceeding ordered by the Commis- 
ion to be held pursuant to § 2 (a) 
(11) (D) of the act to determine 
whether Utilities Employees Securi- 
ies Company and New England Capi- 
al Corporation are affiliates of such 
specified companies and of other com- 
vanies (File No. 60-1). 

Utilities Employees Securities Com- 
pany and New England Capital Cor- 
poration at a hearing in regard to 
these matters held on September 15, 
1938, objected to the intervention of 
he named party; and oral argument 
on behalf of the objecting companies 
and on behalf of the petitioner has 
been heard by this Commission. 


This petition to intervene is gov- 
erned by § 19 of the act (15 USCA 
§ 79s) which provides: “In any pro- 
eeding before the Commission, the 
Commission, in accordance with such 


rules and regulations as it may pre- 
scribe, may admit as a party 
any representative of interested con- 
sumers or security holders, or any 
other person whose participation in 
the proceedings may be in the public 
interest or for the protection of in- 
vestors or consumers.” 


Rule XVII of the Rules of Practice 
of the Securities and Exchange Com- 
mission provides “Any person upon 
proper showing of sufficient interest 
in the subject matter may, upon appli- 
cation in writing to the Commission 
duly made, be allowed to intervene in 
any proceeding upon such terms and 
conditions as the Commission may 
prescribe.” 

It appears that the petitioner repre- 
sents certain local labor unions *? whose 
membership is composed of a sub- 
stantial number * of employees of cer- 
tain operating companies * of the As- 
sociated Gas and Electric System. 
Furthermore, it appears that such em- 
ployees are subscribers to the securi- 
ties of Utilities Employees Securities 
Company and/or New England Capi- 
tal Corporation. 

On September 15, 1938, the Com- 
mission announced its decision to per- 
mit petitioner to intervene in these 
proceedings as a representative of in- 
terested security holders. 


Subsequently counsel for the inter- 
venor brought to the attention of the 
staff of the Commission the fact that 
certain representations (relating to 
what purported to be a union contract) 
made by said counsel at the hearing 





1 The authorization of the petitioner by the 
local unions was not questioned by the oppos- 
ng companies. 

* The number of such employees is estimated 
by counsel for the petitioner to be approx- 
imately 500, while counsel for the opposing 


companies states the number of such em- 
ployees to be 134. 

8 The Portsmouth Gas Company, Indiana 
Gas Utilities Company, Worcester Gas Com- 
pany, Cambridge Gas Company. 
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before the Commission on September 
15, 1938, had been discovered by him 
to be incorrect. Thereafter, on Octo- 
ber 4, 1938, the intervenor filed with 
the Commission a petition to correct 
the evidence relating to its right to in- 
tervene in these proceedings. Follow- 
ing a request by counsel for Utilities 
Employees Securities Company and 
New England Capital Corporation for 
an opportunity to be heard regarding 
said petition, oral argument thereon 
was held before a trial examiner on 
October 18, 1938. 

The Commission has considered 
the argument made and the evidence 
submitted at the said hearing, but is of 
the opinion that the basic facts upon 
which the Commission heretofore de- 
termined the petitioner’s right to in- 
tervene are not therein disputed. No 
motion to revoke the permission to in- 
tervene in these proceedings has been 
made by Utilities Employees Securi- 
ties Company or New England Cap- 
ital Corporation, and the sole ques- 
tion before the Commission is as to 
the petitioning union’s original right 
to intervene in view of the corrected 
record. 

Since indirectly the intervening 
union represents members of the pub- 
lic who are investors in the securities 
of Utilities Employees Securities 
Company and/or New England Cap- 
ital Corporation, and since this Com- 


mission is solicitous that these pro. 
ceedings be so conducted that all per. 
tinent points of view receive consider. 
ation and that investors be given an 
opportunity to protect their interests, 
the announced decision of the Com. 
mission permitting intervention by the 
petitioner will be affirmed. 


ORDER 


The Gas, By-Product Coke and 
Chemical Workers, District No. 50 of 
the United Mine Workers of America 
having filed a petition to intervene in 
the above-entitled proceedings which 
heretofore have been consolidated for 
the purpose of hearings thereon; Util- 
ities Employees Securities Company 
and New England Capital Corpora- 
tion having objected to such interven- 
tion; oral argument on behalf of the 
companies and on behalf of the peti- 
tioner having been heard by the Com- 
mission; and the Commission having 
considered the merits of the plea of in- 
tervention and objections thereto, and 
having found that the netitioner is a 
representative of interested security 
holders with an interest in the sub- 
ject matter of these proceedings, 

It is ordered, that the plea of inter- 
vention be granted and that Gas, By- 
Product Coke and Chemical Workers, 
District No. 50 of the United Mine 
Workers of America be admitted as 
a party to these proceedings. 
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Re Wildon Beach 


[Application No. 962-AA, Decision No. 12358.] 


Certificates of convenience and necessity, § 25 — Disputed claims — Transfer — 


Jurisdiction. 


1, A disputed claim in the case of a transfer of a certificate of convenience 
and necessity should be adjudicated by a tribunal other than the Commis- 


sion, p. 64. 


Certificates of convenience and necessity, § 1 — Claims of ownership — Non- 


compliance with rules. 


2. The Commission recognizes no claim of ownership of a certificate of 
convenience and necessity where the rules and regulations governing motor 
vehicle carriers have not been complied with, p. 64. 


[September 13, 1938.] 


pe tTcenen for rehearing of proceeding granting authority 
for the transfer of a certificate of convenience and neces- 
sity; denied. 


APPEARANCES: Wildon Beach, 
Eads, pro se; A. J. Fregeau, Denver, 
for Weicker Transfer and Storage 
Company and for C. G,. Finney ; Frank 
Miller, Denver, for Denver-Limon- 
Burlington Transportation Company ; 
Marion F. Jones, Denver, for The 
Colorado Trucking Asso.; Zene D. 
Bohrer, Denver, for The Motor Truck 
Common Carriers’ Association; Geo. 
H. Swerer, Denver, for Frank W. 
Miller, protestant. 


By the Commission: On August 
25, 1938, Decision No. 12274, the 
Commission granted authority for the 
transfer of Certificate No. 306. On 
August 29, 1938, George H. Swerer, 
attorney at law, Denver, Colorado, 
filed an application for rehearing on 
behalf of Frank W. Miller. 


A number of assignments of error 
are set forth in the petition, particu- 
larly that the application does not 
meet the requirements of the rules and 
regulations of the Commission in that 
it did not contain a statement of the 
names and addresses of creditors ; that 
a sworn statement disclosing the as- 
sets and liabilities of the transferee 
was not made part of the application; 
that the application did not disclose 
the entire consideration to be paid; 
that the petitioner presented a claim 
which entitled him to one-half inter- 
est in Certificate No. 306; and that 
the Commission’s failure to recognize 
the contract or claim of petitioner to 
a one-half interest in said certificate, 
places the Commission in the position 
of supporting an unlawful breach of 
contract, and that if this decision be- 
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comes final it will result in injury to 
F, W. Miller. 

The objections to the sufficiency of 
the application should have been made 
at an earlier date and not assigned as 
reasons for a rehearing. It is quite 
true that the Commission does pre- 
scribe rules and regulations to control 
transfer proceedings. However our 
requirements as to contents of appli- 
cation for leave to transfer frequently 
are waived by the Commission when 
it is apparent that a sufficient record 
can be made and the true status of an 
application ascertained without being 
technical and requiring the applicant 
to employ skilled help or in some in- 
stances retain an attorney in order to 
meet the strict provisions of rules. 


[1] The Commission has held in 
the case of a transfer, that a disputed 
claim should be adjudicated by a tri- 
bunal other than the Commission, and 
where parties appearing are unable to 
agree, such disputed matters are in- 
variably left for the courts to adjudi- 
cate. It seems, in the instant case, 
that a suit in law or equity should 
have been and perhaps still may be in- 
stituted by Miller against Beach or 
Beach and Finney in a court of com- 
petent jurisdiction to have his claim 
adjudicated. 

[2] Intervenors as permitted to 
appear at transfer hearings primarily 
for the purpose of giving such in- 
formation as they may have, touching 


the subject of the transfer and sy¢} 
appearances sometime furnish mater 
ial assistance to the Commission, 
far as our records disclose Beach jg 
the owner of the certificate in ques 
tion unencumbered by liens or claims 
of Miller, or any one. The claim hy 
sought to urge at the hearing is stak 
to say the least and assuredly we 
recognize no claims of ownershij 
where our rules (Rule 6 of Ruies and 
Regulations Governing Motor Vehi 
cle Carriers) have not been complied 
with. If Miller had proceeded as re. 
quired by our rules, he would long 
since have settled his rights, if any, in 
and to the certificate. 


After careful consideration of the 
application for rehearing and each of 
the assignments of error therein set 
forth, the Commission is of the opin- 
ion and finds that the application for 
authority to transfer filed’ herein, 
while not strictly in form provided by 
rules and regulations of the Commis. 
sion, is sufficient for all purposes of 
this transfer especially when consid- 
ered in connection with the testimony 
given at the hearing; that the instant 
application to transfer being the first 
presented involving this certificate, 
merits the action taken; that the finar- 
cia! standing and qualifications of the 
transferee were established to the 
satisfaction of the Commission; and 
that the petition for rehearing should 
be denied. 
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Industrial Progress 


Selected information about manufacturers, 
new products, and new methods. Also news on 
personnel changes, recent and coming events. 


Commonwealth Edison Plans 
Expansion of Plants 


igaderiee- expenditures totaling approxi- 
mately $75,000,000 are being contemplated 
by the Commonwealth Edison Company group 
over the next two years, according to James 
Simpson, chairman. 

“With confidence in the future of Chicago 
and the surrounding outlying area,’ Mr. Simp- 
son said, “it is estimated that in the next two 
years $75,000,000 in capital expenditures may 
be necessary to meet increasing demand.” 


New Package For Anyheet 
Control 


HE Silex Company has redesigned the 
package for Anyheet Control, the in- 
genious device that keeps coffee at drinking 
temperature indefinitely without loss of flavor. 
The new package is of sparkling silver foil 
printed in red, blue and white. It gets its mes- 


sage across quickly by saying “Dial your heat. 
one, Anyheet Control keeps coffee at any 
neat.’ 

All owners of recent electric models Silex 
Glass Coffee Makers with regular cord sets 
are prospects for Anyheet Control. By pack- 


ing it in attractive counter or window display 
senator ee prospects will be reminded {) 
yuy. 

a complete information about Anyhee 
Controls packed in these new cartons, write 
directly to The Silex Company, Hartford 
Connecticut. 


Combustion Engineering Issue 
Catalog on Pulverized Coal 


CCQY-E Direct Fired Systems for Burning 

Pulverized Coal” is the title of a ney 
36-page catalog issued by Combustion Engi. 
neering Company, Inc., 200 Madison Ave., New 
York City. It contains a synopsis of the devel- 
opment of pulverized coal firing and its infl- 
ence on the capacities and designs of steam 
generating units, The section on mills de. 
scribes both the impact and the bow! mill types 
for direct firing. That on burners deals with 
tangential dorner firing, vertical firing and 
horizontal turbulent burners. Mill feeders are 
also described and furnaces for burning pul- 
verized coal are discussed. The 53 illustrations 
include details of mills, feeders, burners and 
numerous installation views. 


Duke Power Co. to Build New 
Steam Power Plants 


UKE Power Company is planning to start 
building soon the first of several steam 
power plants to meet the demands of indus- 
trial growth in its territory, according to C. |. 
Burkholder, vice-president and chief engineer. 
The new plant is to be the second largest in 
the Duke system. The several steam plants, 
it : estimated, will cost more than $1,000,000 
each. 


Burroughs Announces Selective 
Column Form Writing Machine 


A electric carriage Form Writing Machine 
with selective tabulation has _ recently 
been announced by Burroughs Adding Me 
chine Co. Especially designed for use by pub- 
lic utilities, wholesalers, jobbers, banks, mant- 
facturers, insurance companies, finance com- 
panies, investment and brokerage houses 
and all types of retailers, the new unit 8 
known as the Burroughs Selective-Colum 
Form Writing Machine. ; 

By permitting the operator to tabulate di- 
rectly to any desired column on the form 
merely by depressing the key which selects 
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he sale of Modern Lighting 
or Modern Store Fronts should 
begin at Home! 

















Here’s how Architect Geo. F. Sansbury and the Potomac Edison Company 
convince the merchants and property owners of Cumberland, Md., of the 
value of brightly lighted stores. 


modern store front demands modern illumina- 
.. And modern illumination means a heavier 
ting load. There’s a natural tie-up if there 
was one ... new Pittco Store Fronts and 
tern lighting. 


to take best advantage of this tie-up . . . to 
yince prospects in your community of the sound- 
Sof store front modernization with better light- 

. there’s nothing more valuable than an 
al example ... on your own show rooms... 
ust what you mean. 


talk to a merchant .. . tell him the need for 
lern merchandising methods .. . plug away on 
idea of a new store front with better lighting. 
to clinch the argument, you say “Look at our 
quarters down the street. There’s a new 
t... illuminated in the modern manner. We 


practice what we preach . . . because we know it 


means better business !” 


Put a new Pittco Front on your utility show rooms. 
Make them an example of what you preach. And 
when the Pittco Store Front Caravan, sponsored 
by Pittsburgh Plate Glass Company, comes to your 
territory, don’t miss it. It shows you numerous 
actual examples of modern store front lighting. It 
offers you an opportunity to cooperate with a pro- 
motional effort that leads directly to more business 
for you. Contact our local branch for data about 
the Caravan ...and for any cooperation on store 
fronts you may need in your work. 


Ajsst-P\TTS BURGH, 
PLATE GLASS COMPANY 
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that column, selective tabulation simplifies and 
speeds the writing of “size” column invoices, 
financial and statistical reports, sales and pur- 
chase distribution, and payroll distribution 
sheets. 

When equipped with a front-feed chute, the 
machine is readily adaptable for writing utility 
bills, registering checks and drafts, delinquent 
notices, meter connect and disconnect orders, 
premium notices, and other similar forms. In- 
sertion of these smaller, original forms does 
not disturb the journal, register, or distribu- 
tion sheet which remains in the machine. 

Through use of continuous forms on which 
progressive sizes or other classifications have 
been pre-printed as column headings, the num- 
ber of key strokes required to write the body 
of an invoice is cut approximately in half. 
With the additional advantage of column selec- 
tion, an extremely fast, efficient operation re- 
sults. 

The new Burroughs machine may be 
equipped with a form holder which rides with 
the carriage, eliminating side-pull ‘on continu- 
ous forms, and assuring better registration and 
neater results. Unit forms may be used equally 
well if preferred. 

Carriage movement from left to right is con- 
trolled by the electric carriage return key, 
which provides a full return or partial return 
(reverse tabulation) to an intermediate posi- 
‘ion. This permits unusually fast, short-line 
writing, since a mere touch of the return key 
immediately spaces the paper and locates the 
new writing position. The machine is available 
in varied carriage widths up to and including 
twenty-six inches, 


G-E Promotes O’Brien In 
Central Station Department 


V. O’Brien has been appointed assis- 

*tant to the manager of the Lighting 

and Cable Division of the Central Station De- 

partment, General Electric Company, Schenec- 

tady, N. Y., according to a recent announce- 

ment by F. H. Winkley, manager of the 

division. The promotion transfers O’Brien 

from the Customer Division of the Central 
Station Department. 


Black & Decker Announces 
1939 Catalog 


HE 1939 Black and Decker catalog, now 
ready for distribution, features a com- 
plete line of quality portable electric tools 
and accessories. 
This new catalog comprises 56 pages and 
cover and attractively displays the Black & 
Decker line. Many new improvements in de- 


sign and construction have been incorporated 
into many of the familiar units in the line an 
a number of new tools have been added. 

Of particular interest are the following ney 
units described in the new catalog: the new 
3/16 inch Hornet Drill, the smallest and light. 
est weight production drill ever offered on the 
American market, according to the many. 
facturer; the new 5/16 inch Ball Bearing 
Utility Drill; and the new No. 36 Portable 
Electric Hammer. 

These three new tools, together with the 
Holgun and Scrugun and other tools apn. 
nounced during the year, give the most com. 
plete and most up-to-date line that Black & 
Decker has ever offered. 

Copies of the catalog may be secured direct 
from the manufacturer. 


Baltimore Utility Installing 
New Units 


‘i Consolidated Gas, Electric Light and 
Power Company of Baltimore has recently 
let contracts for equipment to top a portion 
of its Westport Station. The installation will 
consist of two Combustion Engineering high- 
pressure boilers of the three-drum bent-tube 
type supplying steam at 1325 Ibs., 915 F, at the 
superheater outlet, to a 25,000-kw. G. E. tur- 
bine-generator exhausting to the present 200- 
lb. turbines. An extension to the present build- 
ing will house the new equipment. 

The new steam generating units will be de- 
signed for a maximum rating of 313,000 Ib. of 
steam per hour, with feedwater at 330 F, or 
330,000 Ib. with feedwater at 383 F. Each uit 
will be fired by four Type R horizontal turbu- 
lent burners receiving pulverized coal, through 
independent feeders, from two CE-Raymond 
bowl mills. The furnaces will be completely 
water cooled and have bottoms of the V-shape 
dry type. Continuous, fin-tube economizers and 
Ljungstrom air preheaters will be employed. 


G-E Publications 


£ baw following publications have just been 
issued by the General Electric Company: 
GEA-594B “G-E Automatic Control Panels 
for Industrial Electric Heating”; GEA-2964 
“A Full-Voltage Magnetic Motor Starter’; 
GEA-2985 “The Improved Station-type Induc- 
tion Regulator”; GEA-1993E “Enclosed Indi- 
cating and Dropout Fuse Cutouts” ; GEA-308 
“Spirakore Distribution Transformers”; 
GEA-3046 “Phasing-Out Voltmeter”; GEA- 
2038 “The G-E Spirakore Transformer’; 
and GEA-2872 “What Every Plant Operator 
Should Know about Metal-enclosed Switch- 
gear.” 





ELECTRIC HEATING EQUIPMENT THAT WILL 
HELP YOU SERVE THE PUBLIC BEST 
Designing, Engineering, Manufacturing of Electric 
Heating Units for Industrial Purposes. 
ACME ELECTRIC HEATING CO., Dept. U 
1217. Washington St., 

Boston, Mass. 








ZENITH ELECTRIC CO. 


Automatic Control Equipment 
Magnetic Switches—Time Switches 
Program Clocks—Automatic Timers 

Special equipment made to your specifications. 


603 So. Dearborn St. Chicago, Ill. 











Mention the FortnicHtLy—It identifies your inquiry 


JAN. 5, 1939 
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Son, were fresh out | STOCK ROO 
of kid gloves” — 
































‘‘Somebody’s been fooling you, fellow. Kid 
gloves are like left-handed monkey wrenches 
and sky hooks; you'll find none of them where 
they’re stringing A.C.S.R.” 

It’s no fooling, of course, that every conductor should 
be handled with reasonable care. Watch how tough the 
line boss gets if he sees any wire being dragged across 
sharp rocks or barbed wire. He’s not letting careless 
handling spoil his record for building good lines. 

A.C.S.R. is no untried youngster, but a seasoned 
veteran. It has proved its ability to give dependable, 
maintenance-free service. A.C.S.R. combines high strength, 
ample conductivity and resistance to corrosion. Coupled 
with A.C.S.R. construction standards, the line builder 
has an unbeatable combination. ALUMINUM COMPANY OF 
America, 2134 Gulf Building, Pittsburgh, Pennsylvania. 


E\o G 0&3 0132 


Cluminum Cable Steel Reinforced 
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P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete’ Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
eileen eiite United a ee Courts siete 
COVERING United States District Courts ALPHABETICAL 

FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory OF SUBJECTS 
AN EXHAUSTIVE Commissions 
State Regulatory Commissions A GREAT REVIEW 
Insular and Territorial Regu- 
THE LAW latory Commissions 














SURVEY OF 
A GREAT SERVICE 











WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, ING. 


Tenth Floor, Munsey Building, Washington, D. C. 
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TOMORROW'S TREND TODAY 








TRANSFORMERS 


Pennsylvania’s improved 
Tank Construction 


is now standard in all Pennsyl- 
vania round-tank distribution 
transformers. Large numbers 
of such transformers have been 
' shipped the current year. 








\ Remember, Pennsylvania’s costlier improve- 
ments can be had without extra cost to you. 


oy 
| TRANSFORMER COMPANY 
Re i Waen| ISLAND AVE., 


N.S., PITTSBURGH, PA. 
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RILEY STEAM GENERATING UNI] 


Installed in the plant of 


Central Illinois Light Company, Peoria, III. 
(Commonwealth & Southern Property) 


300,000 Ibs. steam per hour, 900 Ibs. pressure, 875° F. Steam Seidicstinns 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNA@# 
PULVERIZERS - BURNERS - “MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTING 





uw; UOC 12 40307:0G 
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...and, aS a result... 


IMPORTANT SAVINGS 


IN YOUR ELECTRICAL 
DISTRIBUTION COSTS 


F the many products specifically designed by Johns- 
Manville to lower cost and increase efficiency of 
electrical distribution, Transite Conduit is a striking 
example of how well this purpose has been accomplished. 
Made of two imperishable materials—asbestos and 
cement, Transite Conduit is strong, permanent, corrosion- 
resistant, fire- and weather-proof. 


UNDERGROUND, Transite’s strength permits installation with- 
out an envelope. ‘‘Concreting-in”’ costs are eliminated—installa- 
tion savings large. And Transite’s high resistance to corrosion 
assures virtual freedom from maintenance. 


ABOVE GROUND— in any exposed location—Transite Conduit 
is weatherproof. Incombustible, it is unharmed by smoke or 
corrosive fumes. Hence, it offers the economy of permanent 
efficiency, at negligible upkeep, throughout its years of service. 
Utility executives concerned with lowering electrical 
distribution costs ... and keeping them low ... will 
find it profitable to get all the facts on the many ad- 
vantages of this modern conduit. For details, address 
Johns-Manville, 22 E. 40th St., N. Y. C. 
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BREAKS - DIGS - DRILLS 
CUTS - DRIVES - TAMPS 


@ Work crews of Public Utilities operate 
faster and more efficiently when a BARCO 
opens up the way. Hard at work before 
other types of equipment can even reach 
the job, a BARCO makes every minute 
count. Easily moved to accommodate traffic 
—back on the job in a jiffy—this compact, 
powerful hammer is the ideal tool for work 
on heavily traveled streets. Savings in time 
on emergency jobs will easily earn many 
times the cost of a BARCO. Booklet 603 
gives full details. 


BARCO MANUFACTURING COMPANY 
1803 W. Winnemac Ave., Chicago, Illinois 


D D 
D 











HERE'S 
YOUR KE 


Portable 


$aset 1: C 
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MASTER-LIGHTS 


ANNOUNCE TYPE 


""WwWs'' 


YOU OWE YOUR MEN 
THE BEST THERE IS 


FASTER—BETTER 
LINE REPAIRS 


High powered hand searchlights for inspec- 
tion, repair, and upkeep crews. 


Rechargeable battery and dry battery 
types. 


TYPE WS 


MANUFACTURERS OF WORLD'S MOST POWERFUL 


HAND AND REPAIR CAR SEARCHLIGHTS 


Sent on approval 


CARPENTER MFG. CO.—CAMBRIDGE, MASS. 








Safety First - - - 
and ALWAYS 





CONNELLY 


Back Pressure Valve 





Install Connelly Back Pressure Valves and en- 
tirely eliminate danger due to excessive reverse 
flow in pipe lines. Developed by Connelly engi- 
meers, and proved dependable by years of suc- 
cessful service. Applicable to general industrial 
luses, this valve is especially indicated wherever 
boosted air pressure is employed on industrial 
burners, and for by-pass and reverse flow pro- 
tection in pumping and distribution lines. Func- 
tions on very slight pressure differential due to 
balanced and design and light weight check disc. 
Easily accessible for inspection. 


Send for Bulletin 301-B-1 


CONNELLY 


HICAGO, ILL. New England Representative: 


T. H. Piser, Wellesley Hills, Mass. 


Connelly Type H.P.R.F. 
Relief Valve meets every 
requirement for a reliable, 
instant-acting “Safety Re- 
lief’? unit. Accurate and 
positive functioning. Abso- 
lutely leak proof when 
closed. May be set to open 
at any pressure from 1 Ib. 
to 100 lbs., and is available 
in sizes from %” to 4”. 
Seats selected to suit con- 
ditions. 


Send for Bulletin 302-4 


IRON SPONGE AND 
GOVERNOR COMPANY 


ELIZABETH, N. J. 
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Come On In Ann SEE TuEsE 


ABetter Truck for UTILITIES . Priced with the Lowest 


See For Yourself How New Dodge Styling...New 

Larger Cabs...New Rust-Proofing...New “Truck- 

Built” Construction Have Raised Truck Values To 
A New Peak In The Lowest-Price Field! 





New 1939 Dodge 14-Ton Panel—Delivered ready to run at Seam aE ER 4 double-acting 
airplane-type shock absorbers, front and rear bumpers, spare tire, standard equipment 
and Federal taxes. Transportation, State and local taxes (if any) extra—only.... $680 





1 EE the new Dodge Trucks. See 
ARE PRICES! how much extra value Dodgegives 

Youll tne cen en lowest! you at low 1939 prices, in prestige- 
w.B.C building beauty and extra economy 

$ ‘ features. See how Dodge trucks lead 
G5: the whole low-price field in advance- 
orta’ ments like rust-proofing of complete 


Reining (if feny) extra. cabs and bodies, super-tough Amola 


as w.b.chassis— $ steel axle shafts, springs and other 
a pasots com, 59 vital parts, and many other things 
delivered at Sy randard that mean important savings for 
plete vent. P Silee ‘enaportation, State | you. Then take a test and let the 
eavaeral Hance (any) ox extra. s! truck speak for itself. See your 
and eaSY BUDGE RM Dodge dealer today! 


oy TAME ATEST 24 





114-Ton, 13 
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Mistake-Proot 
Quick-setting 


WORKHOLDERS 


on these new all-steel 
nalleable alloy Ritaeib threaders 


No. 65RP, ratchet, 
plate type work- 
holder. Threads 1” 
14", 1%”, Qu 
pipe with 1 set of 
dies. 

<_“e 


No. 65RC, ratchet, 
cam type  work- 
holder. Threads 4 
sizes of pipe with 
1 set of dies. 


nthusiastic approval everywhere 
om men who know pipe thread- 
s — and they’re saying it with 
ders running into thousands. 
hey like the new _ durable 
rength, including the drop forged 
eel cam plates; the choice of two 
arly automatic workholders, cam 
d plate type, quick and accurate, 
ith no bushings; and the fact that 
ese No. 65s thread 4 sizes of pipe 
ith 1 set of chaser dies. Only 4 


dies and they stay in the tool— 
instead of 16 to carry, to lose, to 
bother changing. 

For smooth fast perfect threading, 
see the new RIGGEID 65s. Time, 
work and money savers—they’ll 
prove it to you pronto. Get the 
whole story—call your Supply 
House. If they can’t supply you 
yet, write for our new threader 
folder, sending your Jobber’s name. 


HERIDGE TOOL CO., ELYRIA, OHIO 


Face view new No. 


65 series 
Ibe! 


Threaders 


MAKERS OF THE FAMOUS RIG&ID WRENCH 


elles (fS> pire Toots 
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JUST PUBLISHED 





Problems in 
PUBLIC UTILITY ECONOMICS 
AND MANAGEMENT 


By C. O. Ruggles 


Professor of Public Utility Management 
Harvard University 


You ¢ 


772 pages, 6 x 9, $6.00 
—_— ' $ outdoo 
New 2nd Edition you ré 
f mount 


This new book provides a comprehensive understanding of the problems of tion a 


public utility economics, management and regulation. The problems pre- 
sented for analysis and solution deal primarily with economic and business 
aspects of public utilities in the light of their marked physical expansion as 
well as the striking changes in organization and management during the past 
five years. 


One hundred and twenty problems are given—each presented with con- 
siderable statistical background, and followed by questions indicating the 
significant issues. 


Special Features of the Revised Edition: 


—the chapter on production problems, showing the significance of load factor and the ad- 
vantages of physical integration and coordination of facilities. 

—the role played by holding companies; the responsibility of management for development 
of the business and for efficient service. 


—wholesale and retail marketing of public utility service, with special consideration of 
rates and demand for service, off-peak utilization of utility facilities, etc., etc. 





PUBLIC UTILITIES REPORTS, INC. 


MUNSEY BLDG. WASHINGTON, D. C. 











Public Utilities Fortnightly 





the Modern Way 


—with WALKER 
Aluminum CABINETS 


You can readily see for yourself, the advantages of 
outdoor metering. But it is vastly more important that 
you realize the necessity of enclosing your outdoor 
f mountings in cabinets that will furnish both protec- 


tion and attractiveness. 


Catalog No. A-3 


ATLANTA 


Walker offers you two types of aluminum me‘er cabinets 
that are compact, roomy, handsome, and low priced. Above: 
single phase meter cabinet, die cast from No. 13 Aluminum 
Alloy; resistant to salt spray corrosion, and absolutely 
rustproof. 


Left: cabinet pressed from sheet aluminum, with large 
weatherproof window and adjustable meter hanger for easy 
reading, and standard concentric and diameter knockouts. 


Walker also manufactures single phase meter cabinets of 
pressed rust-proofed steel, and a large variety of weather- 
proof gang meter cabinets, with or without facilities for 
test blocks and service switches. 


Catalog No. W-13 és 
with Conduit Hubs Write for Catalog No. Io 


WALKER ELECTRICAL CO. 


ATLANTA GEORGIA 
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EMCO 
Balanced Valve Regulators 


Built for either high or low pressure 
regulation. EMCO Regulators have 
the exclusive removable and inter- 
changeable valve bowl feature, which 
permits repairs to be made in the line 
with only a slight interruption in 
service. 

Pilot Loading or Pilot Control Sys- 
tems can be readily applied to EMCO 
Regulators. 


EMCO 


EMCO 
Orifice Meters 


The design teatures of EMCO Orifice 
Meters include the use of stainless 
steel for all internal parts; entirely 
independent differential and static 
units; no angularity error; smooth, 
accurate differential movement ob- 
tained through the use of exception- 
ally large float; moisture-p: case 
and an all-welded steel manifold. 


EMCO 
Domestic Gas Meters 


Ejector Service Regulators 


Especially designed and built for 
domestic service and will operate 
under high or low pressure. In- 
creased capacity and automatic load- 
ing with a marked decrease in pres- 
sure variations is made possible 
through the application of the ejector 
principle of flow control in the regu- 
lator valve chamber. 


Made 1n four types; the Standard, 
Curb Box, Tin and Ironclad. Each 
type is particularly qualified to fulfill 
the accurate measurement require- 
ments of a specific domestic service. 
All are carefully constructed from 
the finest selected materials. 


EMCO Large Capacity 


EMCO 
Field Regulators 


Made in both Spring and Lever and 
Weight types. Especially designed for 
pipe line installations where a group 
of consumers are served directly from 
a high pressure transmission line or 
where a single customer must be 
served through a long service line. 


Pressed Steel Meters 
equipped with EMCORECTOR 


The pressed steel construction makes 
an extremely strong, yet light and 
compact, meter for large capacity 
measurement. They have all the in- 
herent simplicity and accurate meas- 
urement qualities of the well known 
EMCO line. Built in two sizes, hav- 
ing maximum capacities of 6,000 and 
10,000 cu. ft. per hour respectively. 


NEW YORK: BUFFALO: PHILADELPHIA 
KANSAS CITY - TULSA- LOS ANGELES 


- 


“Wiain Offices - PITTSBURGH, PA 


MEMPHIS - OAKLAND 


PITTSBURGH EQUITABLE METER COMPANY 


MERCO NORDSTROM VALVE CO 


DES MOINES - CHICAGO - COLUMBIA 


HOUSTON 
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etter PRODUCTS... 
because CITIES SERVICE knows your problems! 








C ITIES Service engineers, backed by 74 years of practical 
lubrication experience, are concentrating their efforts daily 
on solving the various lubrication problems with which in- 
dustry is faced. 


Wherever moving surfaces come together, no matter what 
the speed or load, Cities Service can recommend authorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 


Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 


e*¢¢4 4 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


Cities Service Radio Concert every Friday evening, 8.00 P.M. Eastern Standard Time. 
EMER TT 
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RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 
WEATHERPROOF WIRE 
CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
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The All-Important Link Between 
Power Source and Home and Factory 


Today, we live electrically—and literally millions of feet of wire 
and cable, to provide power for industry and current for home 
lighting and appliances, bear the Crescent name. For wire and 
cable to meet every electrical need, look to Crescent and its corps 
of qualified Electrical Wholesale Distributors and Sales Repre- 
sentatives throughout the nation. 


All types of Building Wire and all kinds of Special Cables 
to meet A.S.T.M., A.R.A., 1.P.C.E.A., N.E.M.A., and all Rail- 
road, Government and Utility Companies’ Specifications. 
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$00 LINE LOA 


HANDIPAK 


THE WORLD'S FINEST 
PORTABLE 
REGISTER 





ities. This efficient, light weight, portable register goes 
where business goes and makes records on the spot! It 
is indispensable in tool cribs to record, in multiple copies, the 
delivery and return of tools; in the stockroom for the issuance 
of parts and supplies; in the garage for the delivery of gas, 
oil and service; at the order desk and the telephone switch- 
atone tetedibiened, ox board; executives use the _Handipak for writing personal 
desk, the Handipak will memoranda—wherever multiple copies of any record must 
jound indispensable. be written. The Handipak is made in seven sizes for forms 
4-5/16"x5”; 4-5/16"x6-1/2”; 4-5/16”x8-1/2"; 5-3/4"x6-1/2”; 
5-3/4"x8-1/2”"; 8-1/2"x6-1/2"; 8-1/2”x8-1/2”. Easy to write on 
as a pad of paper. All forms kept in perfect alignment. A 
compartment is provided within the register for filing audit 
copies. 


EGRY SYSTEMS SERVICE DIVISION 


Without an equal in the industry, the Egry Systems Service 

Ric “ Division will gladly assist in developing new systems, in de- 

writing a delivery ticket signing new forms to meet special requirements; to suggest 
getting a receipt, the s 

dipak saves time and changes to make present systems more effective through the 


complete control over ; ; H ivisi 
nce of tools, materials, “20 of Egry equipment. The services of this division are 


lies, parts, available without cost or obligation. 


PT ites. 1 are many uses for the Egry Handipak by Util- 


Eery service and sales are nation-wide. Consult classified telephone book for name of 
sales agent in your city or write to Dayton for information. Address Department F-15. 


‘he EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
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Now they can do this 


Out for the day — while the range works away, 
Making perfect cookery easy as play 


BECAUSE every factor in the gas industry has looked forward, worked forwa 
moved forward steadily. The utility companies have brought gas to more and more milli 
of homes. The range manufacturers have transformed their product, added immeasurably to 
appearance and its efficiency. The equipment manufacturers have given their enthusiastic supp 
supplied mechanical innovations which made rapid progress possible. 2% Robertshaw is pra 
to have had a share in this great promotional movement, to have actively promoted not jj 
heat control but the modern range which it helped to create. The future will bring new opm 


tunities to us all, and Robertshaw will continue to help the industry make the most of thé 


The Robertshaw engineering _ staff 
stands ready to assist in the working out 
of any problems which relate to heat 
control and its effective employment. 


ROBERTSHAW 


THERMOSTAT COMPANY 


YOUNGWOOD PENN 
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roll around, <A 
the impressof 


KERITE 


is greater 
with ever 
electrical | 
engineering 
advance 


THE KERITE wisedcscte COMPANY I# 


NEW YORK CHICAGO SAN FRANCISCO 
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NEW, APPROVED, IMPROVE) 


PERMISSIBLE UNDERWRITERS Q) 
LABORATORIES INSPECTED 
FLASHLIGHT FOR USE IN GAS 
AIR MIXTURES OF CLASS 1 
GROVPD- INCLUDING 
GASOLINE - PETROLEUM- 
NAPTHA- ALCOHOLS -ACETONE 
LACQUER SOLVENTS AND 
NATURAL GAS 


SERIAL N° 
Approve. N°605 I Nationat Carson Co.INC 


Approveo For Sartry In Ain 


Ano Mernane Mixtures a YorK,NY. 























vr » 


INDUSTRIAL FLASHLIGHTS La 


| | 


prevent rolling, ring-hangers add to convenience. 


“Eveready” Safety Flashlights resist water, oils, greases, gaso- | 
line, alcohol, acids, alkali, are non-conducting and proof against 1 


Tuese new “Eveready” focusing spotlights for use in explosive, 

gaseous atmosphere bear the inspection labels of both the U. S. 

Bureau of Mines and the Underwriters’ Laboratories. They are SAFE 

‘under the dangerous atmospheric conditions listed on the label. rl 
The new “Eveready” Safety Flashlights are of high quality semi- 

hard rubber reinforced with brass, with unbreakable, plastic lenses, lu 


special protected lamp and hand-replaceable, heavy-duty slide 
switch with positive “off” and “on” positions. Hexagonal heads 


impact and dropping. 





Guard wire holds lamp in = 


= W 
spring-loaded socket. Should 


buib break, spring ejects NATIONAL CARBON COMPANY, | 
lamp-base, instantly opening : 
electric circuit and thrusting General Offices: New York, N. Y., Branches: Chicago and San Francia 


Se ee Unit of Union Carbide ([H9 and Carbon Corporation 
guard wire. 








‘The word “Eveready” is the trade-mark of National Carbon Co., Inc. 


—— 
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@ A positive rear end air seal eliminating rear 
arches, and water backs, and permitting a less 
costly furnace construction . . . 50% less carbon 
loss in the ash . . . an even depth of fuel bed 
maintained automatically, side to side and 
front to rear, providing uniform passage for 
the air, eliminating stratification of the gases 
and permitting rapid pickup . . . these are just 
a few of the many exclusive features Stowe 
Stokers, and only Stowe Stokers, can give you. 

Of great importance to management and 
purchasing personnel is the unlimited fuel 
selection. Stowe Stokers of similar construction 
are burning the entire range of fuels from 5% 
Pocahontas slack to the high ash low fusing 
coals found west of the Mississippi River. They 


THE JOHNSTON and JENNINGS CO., 977 


Addison Rd., Cleveland, Ohio 


ASS 


Public Utilities Fortnightly 


permit operators to burn the coal that repre- 

sents lowest cost per B.t.u. laid down on their 

storage piles, and to change from one coal to 

another as strikes, fires, fluctuating mine prices 

and changing rail, water or truck rates, makes 

this coal or that the most advantageous to burn. 
Characterized by impartial observers as the 

greatest forward step in mechanical firing in the 

last ten years, Stowe Stokers are the obvious 

first choice for new boiler 

and modernization projects. 

Write for a full description 

and the illustrated catalog. 

It will pay you to investigate 

Stowe Stokers’ possibilities 

for your plant! 
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Pressure Type easy operation 
1-Gallon aiem rapid discharge 
Fire ae long range 


Extinguisher Pe large capacity 


Here is the big brother that comes to the rescue of the little fellow 
when he's trying to handle something beyond his capacity. 


Wherever there are big buses, trucks, gasoline pumps, electric loco- 
motives, transformers, panel boards, and large rotary units, this one- 
gallon pressure-operated Pyrene extinguisher offers greater pro- 
tection. 


Speed and force of application are important in fire fighting. Give 
the valve of this extinguisher a quarter turn and a strong stream dis- 
charges one gallon of vaporizing liquid in 55 seconds. 


Make sure that you have enough Pyrene one-gallon extinguishers to 
back up your smaller equipment. Write for folder No. 22. 


NEWARK NEW JERSEY 


yrene Tl anufacturing Compan 
naSBAD Serv anTSAESco 
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3k 7 ALL-NEW GMC VALVE- 
IN-HEAD SUPER-DUTY EN- 
GINES! 

Je THE MOST POWERFUL 
TRUCK ENGINES IN THE EN- 
TIRE INDUSTRY! 

He GMC INTRODUCES 
“"POWER-PAK''— PISTONS 
PRODUCING LOWER GAS 
CONSUMPTION ! 
ie NEW GMC ENGINES, SIZE 
FOR SIZE, DELIVER THE HIGH- 


EST SUSTAINED TORQUE! _ 


OC 
ME TRUCKS & TRAILERS & DIESELS 


¥ 


General Motors Trucks with SUPER-DUTY en- 
gines have more power than any others! Every 1939 
GMC has “‘extra push” delivered by GMC’s all-new 
valve-in-head engines. Here’s what GMC’s super- 
power will do for you: (1) Get your loaded truck “up 
and going” seconds ahead of others, (2) roll it along 
at a faster average gait, (3) provide highly effective 
engine braking, and (4) cut gasoline costs so that you 
can count dollars saved every week, every month! 


Our own YMAC Time Payment Plan assures you of lowest available rates 
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Public Utilities ‘Fortnightly 





HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 


J] Issued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


| The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


| A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 





ORDER FORM 


_ PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, D. C. 





Please forward, prepaid, to the undersigned, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning with the current issue. 


Name 








Address 
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Joes a year’s work 


n THREE WEEKS! 


es 


E. T. L. speeds endurance tests 
electric range oven thermostats. 


Specifications in current use for 
electric ranges require the oven tem- 
perature control device to withstand 
an endurance test of 50,000 cycles 
pf operation . . . with normal elec- 
tical load and at a temperature 
setting of 500 F. 


The completion of this test would 
ake more than a year, if the thermo- 
stat were operated normally in the 
ange. Hence Electrical Testing 

aboratories devised the test set-up 
pictured above, which heats, cools, 
pnd counts cycles automatically to 
omplete the test in less than three 

eeks, 


For more than forty years E. T. L. 
as been finding the facts of quality 
by test for utilities and manufac- 
urers. Now, with greater facilities 
han ever, our possibilities for ser- 
ice are likewise greater. 


ELECTRICAL 
TESTING 
LABORATORIES 


ist End Avenue and 793th Street 
New York, N.Y. 





DAVEY TREE TRIMMING SERVICE 


Quick Service 


@ Local 
@ Mobile 
@ Well Organized 


@ Competent 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 


Established 1857 
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nat you don 
KNOW cw were 


Even today some utilities remain unmoved by the lo; 





caused through current diversion, or dismiss the g 
ject as something of no immediate consequence, Ho 
ever, the before and after experiences of utilities 
have controlled the diversion evil through the use 
C-B service equipment, conclusively prove that 


you don’t know can hurt you! 


A further check-up of your own distribution log 
unimportant as you may suspect them, will reveal 

profitable advantages to be gained through the use 
C-B equipment. The C-B engineering departmenty 
be glad to cooperate with you in such an analysis 

assist, without cost or obligation, in the applicatit 
of C-B service entrance equipment to present 


contemplated installations. Ask about Corcort 


Brown custom fabrication facilities. 





Bulletins No. 57, 58A, 60, 61; 62 
and 63, containing full data on all 
C-B equipment, are yours for the 
asking. Send for your copies today. 





a 


Electrical Department: 
CORCORAN-BROWN LAMP DIVISION 


THE ELECTRIC AUTO-LITE COMPANY 
4900 Spring Grove Avenue Cincinnati, Ohio 
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What Do They Say about 
TODAY’S TAYLOR STOKER? 





"They are appealing to 
us because of their conm- 
pactness, ruggedness, 
flexibility, minimum 
stack discharge, quick 
response to load demand, 
and efficiency." 











n,,.our — 
a3 okers 
ae setisfactory -" 








AN expression of basic satisfaction runs "Our experience, thus fer, 
hrough all of these statements from users of and tests conducted on var- 
. P pS fous coals have convinced 
oday’s Taylor Stokers. Essentially it is just us of their fuel flexibil- 

his type of over-all satisfaction that is responsi- ity, and because of this 
feature alone we have al- 


ble for the increasing number of Taylor Stoker ready realized very attrac- 
installations in prominent industries, institu- tive savings in fuel costs." 
ions, and municipalities throughout the world. 
foday’s Taylor Stoker is the result of many 
ears of constant research and development on 
he part of A-E-CO engineers. It is well worth 
our careful investigation. Call in one of A-E- 
O’s representatives and get the FACTS! 














The A-E-CO Stokers,, Water “Cooled = he ®Vailabiny 
Taylor Stoker|  jisisis, ‘Morse Deck Acnlt “8 been very 


UNIT aries, Hele-Shaw Fluid Power. 


AMERICAN ENGINEERING COMPANY €3 


DELPHIA, PA, a IN CANADA: AFFILIATED ENGINEERING CORPORATIONS, LTD., MONTREAL, P. Q. 





ty fa 
highn? 
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PROFESSIONAL DIRECTORY 


® This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 














THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS « WALUATIONS «© REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO - MILWAUKEE - NEW YORK + WASHINGTON ~ And Other Principal Cities 








e @ 
DESIGN Si ord, Bacon & Davis, Ant, BATE CAsEs 
CONSTRUCTION Saale APPRAISALS 
OPERATING COSTS myn’ INTANGIBLES 
VALUATIONS AND REPORTS 
CHICAGO PHILADELPHIA NEW YORK DALLAS WASHINGTON 








SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








BLACK & VEATCH JACKSON & MORELAND 
ENGINEERS 


CONSULTING ENGINEERS 
Appraisals, investigations and _ re- PE na tees 
Ports, design and supervision of con- DESIGN AND SUPERVISION—VALUATIONS 
struction of Public Utility Properties ECONOMIC AND OPERATING REPORTS 


4706 BROADWAY KANSAS CITY, MO. BOSTON NEW YORK 


EARL L. CARTER JENSEN, BOWEN & FARRELL 


Consulting Engineer Engineers 
PENNSYLVANIA, WEST VIRGINIA: KENTUCKY Ann Arbor, Michigan 
PUBLIC UTILITY Appraisals - Investigations - Reports 


in connection with 


VALUATIONS AND REPORTS rate inquiries, depreciation, fixed capital 
814 Electric Building Indianapolis, Ind. reclassification, original cost, security issues. 


EDWARD J. CHENEY SLOAN & COOK 
ENGINEER CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
Public Utility Problems CHICAGO 


61 BROADWAY Appraisals—Original Cost Studies 
ciate cr Depreciation, Financial, and Other Investigations 
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INTERNATIONAL TracTracTors.., 


the Most Accessible, Most Easily Servic 
Crawler Tractors on the Market 


Specify International TracTracTors where crawler power is needed and save money on a wide variety of jobs, T 
picture shows the compact Model T-20 on typical “off-track”? railroad work. 


When International Harvester engineers started justed, or replaced through rear cover pl 
laying out International TracTracTors, they without disturbing the track, track fram 
designed for power ... and for accessibility of driving sprocket. Special dust seals protect 
= working “ee to keep reppin oa at bearings of the drive gear and pinion shalt, 
the minimum. Livery owner and operator KNOWS = tracy rollers, and idler bearings. Oil and lu 
the results—TracTracTors are the most acces- : ; ; 

7 . f cants are sealed in. Dirt, grit, water, etc, 
sible, most easily serviced crawler tractors on led F Site : 

the market. All parts, and the steering clutches — out. For complete information on @ 
and brakes are so easy to get at that maintenance 4tional TracTracTors and Wheel-type 
is surprisingly low. Steering clutches and tors, see the nearby International indus 
brakes in TracTracTors can be inspected, ad- power dealer or Company-owned branch, 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 
180 North Michigan Avenue, Chicago, Illinois 


INTERNATIONAL HARVESTE! 
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Rate Changes! 





OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The 100 cu. ft. of gas billed are entered on the adding machine. A tape is 
prepared of all items and a consumption total accumulated, which serves as a 
control. At the same time—by this single operation—the bill count for each 
100 cu. ft. of gas step is made by the electrically controlled registers. 











A continuance of frequent rate changes, and the pressing need 
for current data on customer usage is causing many Operating 
and Holding Companies to use R & S One-Step Method for 
analyses, and compilations required for scientific rate making. 
Costs have been greatly reduced. 


stimates promptly submitted. Such marked savings that analyses now can 
¢ carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Chicago Detroit Montreal Toronto 








O1LFOR THE LAMPS OF BIG CITIE 


hole—as against approximately $12,000} 


EN years ago power company engineers 

knew that oil-filled “cable could solve 
the problem of reliable high-voltage under- 
ground transmission. It could provide better 
service tor heavily . populated areas. But, as 
one enginéer. said,“‘Oil-filledycable « is’ good 
only as: far as it goes—as, far as one. length 
goes. Every” time we have to make a joint, 
up go its costs!’ 


Today, lower-cost, more reliable underground 
transmission has been achieved,,;More than a 
thotisand miles of Ofeflled Cable are now in 
service Behind their installation lies the story. 
of remarkable. progress in ‘the désign and 
manufacture of cable-jointing equipment. 

This progress. is well illustrated bythe fact 
that a’ stopsjoint: manhole for 132-kv cable 
today costs approximately $4$00—including 


jointing -materials and’ the cost of the mane 


manhole Io years ago. A saving of $7500 


every stop joint! 


Such reductions are encouraging a wider] 
of oil-filled cable by lowering the voltage 
which it is economicalty justified. The 
installation—and the time required to cm 
plete installation—have both ‘been redid 
by the. improved. design and smaller suet 
joints and reservoirs. In addition, the 
hole space has been Gut. to Ome-third th 
formerly required, 

And engineers ‘ane. working to’make cable 
cable-joint equipment even. better—and 
expensive. This continuing work is buté 
of the “extra” benefits ‘that result: from pi 
ing your business with progressive mil 


facturers. 





